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The Senate met at 11:30 a.m. pursuant to adjournment and was called to order 
by the President. 

The roll was called and the following Senators were present: Armbrister, 
Barrientos, Bivins, Brooks, Brown, Carriker, Dickson, Ellis, Glasgow, Green, Haley, 
Harris of Tarrant, Harris of Dallas, Henderson, Johnson, Krier, Leedom, Lucio, 
Lyon, Moncrief, Montford, Parker, Ratliff, Rosson, Sibley, Sims, Tejeda, Truan, 
Turner, Whitmire, Zaffi.rini. 

A quorum was announced present. 

Senate Doorkeeper Jim Morris offered the invocation as follows: 

Thank You, Father, for another day in which there will be opportunities for 
work and service. We pray the hours will be used wisely. 

Bless the efforts of this Senate as it begins its labors today and grant to these 
in places of authority wise and calculated counsel from above. Provide to them 
strength to stand steady as they confront the heavy and stressful issues. By their 
decisions may government in Texas be better and more equally applied to the 
governed. In Your name. Amen. 

On motion of Senator Brooks and by unanimous consent, the reading of the 
Journal of the proceedings of Friday, August 2, 1991, was dispensed with and the 
Journal was approved. 

GUEST PRESENTED 

The President introduced to the Senate United States Congressman Greg 
Laughlin. 

The Senate welcomed Congressman Laughlin. 

REPORT OF STANDING COMMITTEE 

Senator Montford submitted the following report for the Committee on 
Finance: 

C.S.S.B. 90 

MESSAGE FROM THE HOUSE 

HONORABLE BOB BULLOCK 
PRESIDENT OF THE SENATE 

House Chamber 
August 5, 1991 

SIR: I am directed by the House to inform the Senate that the House has passed 
the following: 

H.B. 1, General Appropriations Bill. 

H.C.R. 30, In memory of Mariano Martinez, Sr. 

Respectfully submitted, 

BETTY MURRAY, Chief Clerk 
House of Representatives 
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RESOLUTIONS SIGNED 

The President announeed the signing in the presence of the Senate the 
following enrolled resolutions: 

S.C.R. 4 
S.C.R. 5 
S.C.R. 7 

SENATE RESOLliTION 102 

Senator Parker offered the following resolution: 

WHEREAS, Recognizing the outstanding accomplishments of our young 
citizens is one of the pleasurable tasks of the Senate of the State of Texas; and 

WHEREAS, It is indeed an honor for the Texas Senate to congratulate Adam 
Vance for winning second place in the C.H.I.C.K.E.N. Club essay contest sponsored 
by the D.E.F.Y. Foundation; and 

WHEREAS, This admirable organization provides opportunities for 
schoolchildren to develop leadership skills, take part in drug education and 
prevention programs, and choose positive alternatives to drug use; and 

WHEREAS, Awarded a plaque at the Houston Astrodome at the April 13, 
1991, baseball game between the Houston Astros and the San Francisco Giants, 
Adam was selected from 450 entries from 32 counties in the South East Texas 
District which encompasses all C.H.I.C.K.E.N. Clubs for his essay, "Why I Am a 
Winner without Drugs"; and 

WHEREAS, It is a pleasure to commend such a courageous and self-disciplined 
young man; now, therefore, be it 

RESOLVED, That the Senate of the State of Texas, 72nd Legislature, 1st 
Called Session, hereby applaud Adam Vance for his fine example and outstanding 
achievement; and, be it further 

RESOLVED, That a copy of this Resolution be prepared for Adam as an 
expression of esteem and appreciation from the Texas Senate. 

(Senator Truan in Chair) 

The resolution was read. 

An enrolled copy of the resolution, previously adopted by the Senate on July 
31 , 1991, was presented to Adam Vance by the President. 

CAPITOL PHYSICIAN 

Senator Brooks was recognized and presented Dr. P. J. Mock of La Porte as 
the "Doctor for the Day." 

The Senate welcomed Dr. Mock and thanked him for his participation in the 
"Capitol Physician" program sponsored by the Texas Academy of Family 
Physicians. 

(President in Chair) 

SENATE BILL AND RESOLUTIONS ON FIRST READING 

The following bill and resolutions were introduced, read first time and referred 
to the Committee indicated: 

S.J.R. 12 by Lyon Jurisprudence 
Proposing a constitutional amendment providing for the election of justices to the 
supreme court and judges to the court of criminal appeals from single-member 
districts. 
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S.J.R. 13 by Lyon Jurisprudence 
Proposing a constitutional amendment requiring the legislature to provide for the 
election of justices to the courts of appeals from single-member districts. 

S.J.R. 14 by Lyon Jurisprudence 
Proposing a constitutional amendment requiring the legislature to provide for the 
election of certain district judges from single-member judicial divisions. 

S.J.R. 15 by Montford • Finance 
Proposing a constitutional amendment relating to the establishment of a state 
lottery. 

S.B. 94 by Ellis Criminal Justice 
Relating to the awarding of good conduct time and the paroling of persons 
convicted of certain crimes. 

HOUSE BILL ON FIRST READING 

The following bill received from the House was read the first time and referred 
to the Committee indicated: 

H.B. 1, To Committee on Finance. 

SENATE BILL 83 ON SECOND READING 

On motion of Senator Glasgow and by unanimous consent, the regular order 
of business was suspended to take up for consideration at this time on its second 
reading and passage to engrossment: 

S.B. 83, Relating to the governing board and executive director of the Texas 
Department of Commerce and the community development block grant program. 

The bill was read second time. 

Senator Glasgow offered the following committee amendment to the bill: 

Committee Amendment 

Amend S.B. 83 on page 21, by deleting Section 29. 

The committee amendment was read. 

On motion of Senator Dickson and by unanimous consent, the committee 
amendment was Laid on Table. 

Senator Glasgow offered the following amendment to the bill: 

Floor Amendment No. 1 

Amend S.B. 83 by striking all below the enacting clause and substituting the 
following: 

SECTION I. Subdivision (1), Section 481.001, Government Code, is 
amended to read as follows: 

(1) "Policy board" [''Boatd") means the~ [guvcming] board !.Q 
[of] the department. 

SECTION 2. Section 481.004, Government Code, as amended by 
H.B. 1029, Acts of the 72nd Legislature, Regular Session, 1991, is amended to read 
as follows: 

Sec. 481.004. POLICY [GOVERNING] BOARD. (a) The policy 
[dcpatlmcut is govcmcd by a) board is composed of: 

(I) six public members appointed by the governor with the advice and 
consent of the senate, which members shall be appointed to give. geographical 
representation on the policy board to all regions of the state; and 
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(2) the following ex officio members: 
(A) the chairperson of the State Job Training 

Coordinating Council and the chairperson shall in no event be permitted to claim 
or receive state per diem for service on the :QQ!!£y board; 

(B) the presiding officer of the International Trade 
Commission; and 

(C) the presiding officer of the Texas-Mexico Authority. 
(b) Appointed members of the policy board serve for six-year terms with the 

terms [tenn] of two members [one rnernbu] expiring February I of each 
odd-numbered year. Ex officio members bave the same powers and duties as 
appointed members. 

(c) Appointments to the policy board shall be made without regard to the race, 
color, handicap, sex, religion. age. or national origin of the appointees [Behne the 
boat d's first meeting after the tcgulat appoinbnent of a mcmbu, the go~etnor shaH 
select a presiding officu fwm the boatd's membusJ. 

SECTION 3. A, Chapter 481, Government Code, is amended by 
Sections 481 481.0044 to read as follows: 
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to read as 
follows: 

Sec. 481.005. EXECUTIVE DIRECTOR; POLICY BOARD DUTIES 
[S'ftrl'F]. (!!} The governor [board] shall appoint the [employ an] executive 
director of the department with the advice and consent of the senate. The executive 
director serves a two-year term expiring February I of each odd-numbered year 
[who shall employ uthct employees ncccssat} to can} out the borud's duties]. 

(b) The executive director shall execute a bond payable to the state in an 
amount set by the members of the policy board conditioned on the faithful 
performance of the duties of the office. Premiums for the bond are payable from 
appropriations to the department. The executive director must have demonstrated 
executive and organizational ability. 

(c) The executive director shall manage the affairs of the department. The 
executive director shall provide administrative support to the members of the policy 
board that is necessary for the performance of the functions of the members. 

(d) The members of the policy board shall establish policy, adopt rules that the 
policy board may adopt under Jaw. evaluate the implementation of new legislation 
that affects the department's duties, review and comment on the department's 
budget, prepare an annual report of the department's activities. conduct 
investigations and studies. and develop long-range plans for the future goals and 
needs of the department. The members of the policy board may not be involved in 
the daily operation of the department. Except for duties related to the approval and 
issuance of bonds by the department, the policy board may delegate to the executive 
director the duties of the policy board under this chapter and other law that are not 
covered by the description of the members' duties under this subsection. 

SECTION 5. Subsection (a), Section 481.006, Government Code, is 
amended to read as follows: 

(a) The executive director [board] shall establish the divisions within the 
department, which may include: 

• 
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(1) an administrative division; 
(2) a promotion and marketing division; 
(3) a research, planning, and data services division; 
(4) a domestic business development division; 
(5) an international business development division; 
(6) a job training division; and 
(7) a tourism division. 

SECTION 6. Section 481.007, Government Code, as amended by 
H.B. 1029, Acts of the 72nd Legislature, Regular Session, 1991, is amended to read 
as follows: 

Sec. 481.007. ADVISORY BOARDS. The executive director or the policy 
board may appoint [create] advisory committees to assist the executive director or 
the policy board [boards as it cot !Siders ncccssar y] in the performance of their duties. 
A member of an advisory committee appointed by the executive director or the 
policy board may not receive compensation for service on the advisory committee. 

• A member appointed under this section is entitled to receive reimbursement, 
subject to any applicable limitation on reimbursement provided by the General 
Appropriations Act, for actual and necessary expenses included in performing 
service as a member of the advisory committee. 

SECTION 7. Subchapter A, Chapter 481, Government Code, is amended by 
adding Sections 481.010 through 481.012 to read as follows: 

Sec. 481.010. PERSONNEL. (a) The executive director shall employ 
personnel necessary for the performance of department functions. In addition to 
other personnel, the executive director shall employ a human rights officer and an 
internal auditor. The internal auditor shall report directly to the governor. 

(b) The executive director shall provide to policy board members and 
department employees. as often as necessarv, information regarding their 
qualifications for office or employment under this chapter and their responsibilities 
under applicable laws relating to standards of conduct for state officers or 
employees. 

(c) The policy board and executive director shall jointly develop and implement 
policies that dearly define the respective responsibilities of the members of the 
policy board and the executive director and staff of the department in accordance 
with this chanter. 

(d) The executive director or the executive director's designee shall develop an 
intraagency career ladder program. The program shall require intraagency postings 
of all non-entry-level positions concurrently with any public posting. 

(e) The executive director or the executive director's designee shall develop a 
system of annual performance evaluations. All merit pay for department employees 
must be based on the system established under this subsection. 

(0 The executive director or the executive director's designee shall prepare and 
maintain a written policy statement to assure implementation of a program of equal 
employment opportunity under which all personnel transactions arc made without 
regard to race. color, handicap. sex, religion. age, or national origin, The policy 
statement must include: 

(1) personnel policies. including policies relating to recruitment, 
evaluation, selection, appointment, training. and promotion of personnel; 

(2) a comprehensive analysis of the department work force that meets 
federal and state guidelines; 

(3) procedures by which a determination can be made of significant 
underutilization in the department work force of all persons for whom federal or 
state guidelines encourage a more equitable balance; and 

(4) reasonable methods to appropriately address those areas of 
significant underutilization. 
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(g) A policy statement prepared under Subsection (Q must cover an annual 
period, be updated at least annually, and be filed with the governor's office. 

(h) The governor's office shall deliver a biennial report to the legislature based 
on the information received under Subsection {g). The report may be made 
separately or as a part of other biennial reports made to the legislature. 

Sec. 481.011. ASCAL REPORT. The department shall file annually with 
the governor and the presiding officer of each house of the legislature a complete 
and detailed written report accounting for all funds received and disbursed by the 
department during the preceding fiscal year. The annual report must be in the form 
and reported in the time provided by the General Appropriations Act 

Sec. 48l.oJ2. PUBLIC INTEREST INFORMATION AND 
COMPLAINTS. (a) The department shall prepare information of public interest 
describing the functions of the department and the department's procedures by 
which complaints are filed with and resolved by the department. The department 
shall make the information available to the public and appropriate state agencies. 

(b) The department shall keep an information file about each complaint filed 
with the department that the department has authority to resolve. If a written 
complaint is filed with the department that the department has authority to resolve. 
the department, at least quarterly and until final disposition of the complaint, shall 
notify the parties to the complaint of the status of the complaint unless the notice 
would jeopardize an undercover investigation. 

(c) The department shall prepare and maintain a written plan that describes 
how a person who does not speak English or who has a physical. mental. or 
developmental disability can be provided reasonable access to the department's 
programs. 

SECTION 8. Subsection (a), Section 481.021, Government Code, as 
amended by S.B. 1070, Acts of the 72nd Legislature, Regular Session, 1991, is 
amended to read as follows: 

(a) The department may: 
( 1) adopt and enforce rules necessary to carry out this chapter; 
(2) adopt and use an official seal; 
(3) accept gifts, grants, or loans from and contract with any entity; 
( 4) sue and be sued; 
(5) acquire and convey property or an interest in property; 
(6) procure insurance and pay premiums on insurance of any type, 

in accounts, and from insurers as the department {board] considers necessary and 
advisable to accomplish any of the department's [its] purposes; and 

(7) exercise any other power necessary to carry out this chapter. 
SECTION 9. Subsection (a), Section 481.024, Government Code, as 

amended by S.B. 1070, Acts of the 72nd Legislature, Regular Session, 1991, is 
amended to read as follows: ' 

(a) The Texas Economic Development Corporation on behalf of the state shall 
carry out the public purposes of this chapter. The creation of the corporation does 
not limit or impair the rights, powers, and duties of the department provided by this 
chapter. The corporate existence ofthe Texas Economic Development Corporation 
begins on the issuance of a certificate of incorporation by the secretary of state. The 
members of the policy board serve ex officio as the board of directors of the 
corporation. The corporation has the powers and is subject to the limitations 
provided for the department by this chapter in carrying out the public purposes of 
this chapter. The corporation has the rights and powers of a nonprofit corporation 
incorporated under the Texas Non-Profit Corporation Act (Article 1396-1.01 et 
seq., Vernon's Texas Civil Statutes) except to the extent inconsistent with this 
section. The corporation may contract with the department and with bond counsel, 
financial advisors, or underwriters as its board of directors considers necessary. 
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SECTION 10. Subsection (b), Section 481.044, Government Code, is 
amended to read as follows: 

(b) The department has the powers that are necessary and convenient to 
accomplish the purposes of this subchapter, including the power to: 

(I) borrow money and otherwise incur debt and to issue bonds, and 
provide for the rights of the owners of the bonds, in the manner and to the extent 
permitted by this chapter and the Texas Constitution and to purchase, hold, cancel, 
or resell or otherwise dispose of its bonds, subject to the restrictions in a resolution 
authorizing the issuance of its bonds; 

(2) purchase, discount, sell, and negotiate with or without guaranty 
notes, bonds, debentures, and other evidences of indebtedness of export businesses 
or portions or portfolios of or participations in those evidences of indebtedness; 

(3) sell securities as the department considers necessary and advisable 
to accomplish any of the purposes of this subchapter; 

(4) procure and pay premiums on insurance of any type in amounts 
and from insurers that the department considers necessary and advisable to 
accomplish any of the purposes of this subchapter; 

(5) provide financial counseling services to export businesses; 
(6) make secured or unsecured loans for export businesses to provide 

financing or refinancing of the costs incurred in connection with the international 
export or preexport of Texas products authorized by this subchapter, including the 
refunding of outstanding obligations, mortgages, or advances issued for those 
purposes, and charge and collect, on terms and conditions that the policy board 
considers advisable and not in conflict with this subchapter, interest on those loans 
for loan payments; 

(7) secure the payment by the state or the department on guarantees 
and pay claims from money in the department's funds under any guarantee or 
insurance program implemented by the department; and 

(8) acquire, hold, invest, use, and dispose of the receipts, funds, and 
money, subject only to the Texas Constitution, this subchapter, and any covenants 
relating to the department's bonds in classes of investments that the policy board 
determines. 

SECTION 11. Subsections (a) and (c), Section 481.048, Government Code, 
are amended to read as follows: 

(a) The department by rule shall establish criteria for determining which export 
businesses may participate in programs established by the department. The rules 
must state that the department's policy is to provide programs for providing to 
export businesses financial assistance that: 

(1) otherwise would not be made; 
(2) the policy board considers to present a reasonable risk and have 

a sufficient likelihood of repayment; and 
(3) will create or maintain employment in the state. 

(c) Financial assistance under this subchapter must be approved by the PQfu:y 
board. The policy board may delegate that approval authority to the executive 
director. 

SECTION 12. Subsections (a) and (b), Section 481.050, Government Code, 
are amended to read as follows: 

(a) A member of the policy board, the executive director, or an agent or 
employee of the department, in the person's own name or in the name of a nominee, 
may not hold an ownership interest of more than the following amount in an 
association, trust, corporation, partnership, or other entity that is, in its own name 
or in the name of a nominee, a party to a contract or agreement under this 
subchapter on which the member of the policy board, executive director, agent, or 
employee may be called on to act or vote: 
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(I) 7-1/2 percent of the fair market value of the entity; or 
(2) $50,000. 
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(b) With respect to a direct or indirect interest, other than an interest prohibited 
by Subsection (a), in a contract or agreement under this subchapter on which the 
member of the policy board, executive director, agent, or employee may be called 
on to act or vote, the member of the ~ board, executive director, agent, or 
employee shall disclose the interest to the secretary of the department before the 
department takes final action concerning the contract or agreement and shall 
disclose the nature and extent of the interest and the person's acquisition of it. The 
department shall publicly acknowledge this disclosure and enter it in its minutes. 
A member of the policy board, executive director, agent, or employee who holds 
such an interest may not be officially involved in regard to the contract or 
agreement, may not vote on a matter relating to the contract or agreement, and may 
not communicate with the executive director or other members, agents, or 
employees concerning the contract or agreement. Notwithstanding any other 
provision of law, a contract or agreement entered into in conformity with this 
subsection is not invalid because of an interest described by this subsection nor is 
a person who complies with this subsection guilty of an offense, and the person may 
not be removed from office or be subjected to other penalty because of the interest. 

SECTION 13. Section 481.051, Government Code, is amended to read as 
follows: 

Sec. 481.051. PERSONAL LIABILITY OF MEMBERS OR PERSONS 
ACTING ON BEHALF OF DEPARTMENT. (a) A member of the policy board, 
the executive director, or !!!Y other person acting on behalf of the department in 
executing a contract, commitment, or agreement under this subchapter is not 
personally liable on the contract, commitment, or agreement: 

(b) A member of the policy board, the executive director, or i!QY other person 
acting on behalf of the department is not personally liable for damage or injury 
resulting from the performance of duties under this subchapter. 

SECTION 14. Subsection (b), Section 481.052, Government Code, is 
amended to read as follows: 

(b) In the resolution authorizing the bonds the policy board [dcpaitmcnt] may 
provide for the bonds to: 

(I) be executed and delivered at any time as a single issue or from time 
to time as several issues; 

(2) be in any denomination and . form, including registered 
uncertificated obligations not represented by written instruments and commonly 
known as book-entry obligations, the registration of ownership and transfer of 
which the department shall provide for under a system of books and records 
maintained by a bank serving as trustee, paying agent, or bond registrar; 

(3) be of a tenor; 
(4) be in coupon or registered form; 
(5) be payable in installments and at a time or times not exceeding five 

years from their date; 
(6) be subject to terms of redemption; 
(7) be payable at a place or places; 
(8) bear no interest or bear interest at any rate or rates, fixed, variable, 

floating, or otherwise determined by the department or determined under a 
contractual arrangement approved by the policy board, except that the maximum 
net effective interest rate, computed in accordance with Chapter 3, Acts ofthe 6lst 
Legislature, Regular Session, 1969 (Article 717k-2, Vernon's Texas Civil Statutes), 
on the bonds may not exceed a rate equal to the maximum annual interest rate 
established for business loans of$250,000 or more in this state, payable at the place 
or places and evidenced in the manner; and 
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(9) contain provisions not inconsistent with this subchapter. 
SECTION 15. Subsection (a), Section 481.053, Government Code, is 

amended to read as follows: 
(a) The bonds may be sold at public or private sale at a price and in a manner 

and from time to time as the :QQli£y board's resolutions authorizing issuance of the 
bonds provide. 

SECTION 16. Subsection (b), Section 481.056, Government Code, is 
amended to read as follows: 

(b) The department shall establish and maintain a separate fund into which the 
proceeds from the sale of the bonds shall be deposited. All other money received 
by the department under this subchapter, except money required to he deposited 
in the Texas exporters loan fund, shall also be deposited in this fund. The policy 
board may provide for the establishment and maintenance of separate accounts 
within the fund, including interest and sinking accounts, reserve accounts, program 
accounts, and other accounts, all of which shall be kept and held in escrow and in 
trust by the state treasurer for and on behalf of the department and the owners of 
the bonds as funds outside the treasury under Section 404.073 and may be used only 
as provided by this subchapter. Pending use, the state treasurer may invest and 
reinvest the money in the fund in investments authorized by law for state funds that 
the state treasurer, with the approval of the policy board and consistent with [its] 
resolutions authorizing the bonds, considers appropriate. Earnings on those 
investments shall be deposited in the fund. The department is authorized to use 
money deposited in the fund for the purposes specified in and according to the 
procedures established by this subchapter, and the state may not take any action 
with respect to the fund other than as specified by this subchapter and in the 
resolutions of the policy board. 

SECTION 17. Subsection (b), Section 48L073, Government Code, is 
amended to read as follows: 

(b) The policy board has the powers that are necessary to accomplish the 
purposes of this subchapter, including the powers granted to industrial development 
corporations by Section 23 of the Development Corporation Act, except those 
provided by Subsections (a)(7), (8), (9), and ( 10) of that section, and Sections 26, 
27, and 29 of that Act. 

SECTION 18. Subsection (a), Section 48 L075, Government Code, is 
amended to read as follows: 

(a) The department shall adopt rules to establish criteria for determining which 
users may participate in programs established by the department under this 
subchapter. The department shall adopt collateral or security requirements to 
ensure the full repayment of any loan, lease, or installment sale and the solvency 
of any program implemented under this subchapter. The policy board must approve 
all leases and sale and loan agreements made under this subchapter except that the 
:QQli£y board may delegate this approval authority to the executive director. 

SECTION 19. Subsection (a), Section 48 L222, Government Code, as 
amended by S.B. 1070, Acts of the 72nd Legislature, Regular Session, 1991, is 
amended to read as follows: 

(a) The Texas product development fund is a revolving fund in the state 
treasury. The fund consists of money appropriated to the department, interest paid 
on money in the fund, proceeds of bonds issued under this chapter, application fees, 
loan repayments, guarantee fees, royalty receipts, dividend income, and other 
amounts received by the state from loans, loan guarantees, and equity investments 
made under this subchapter, other amounts received by the state for loans or grants 
made under this subchapter, and money acquired from federal grants or other 
sources. The fund contains a program account, an interest and sinking account, and 
other accounts that the :QQli£y board authorizes to he created and maintained. 
Money in the fund is available for use by the department under this subchapter. 
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SECTION 20. Sections 481.226(a)-(d), Government Code, are amended to 
read as follows: 

(a) The policy board may issue up to $25 million of general obligation bonds 
and may use the proceeds of the bonds to provide venture financing under this 
subchapter. The policy board shall deposit the proceeds of the bonds in the Texas 
product development fund and apply them in accordance with the resolution 
authorizing the bonds. The fund and any accounts established in the fund shall be 
held in trust by the state treasurer for and on behalf of the department and the 
owners of the general obligation bonds issued in accordance with this section, and 
may be used only as provided by this section. Pending use, the treasurer may invest 
and reinvest money in the fund in investments authorized by law for state funds that 
the treasurer, consistent with the policy board's resolutions authorizing the bonds, 
considers appropriate. Repayments of financial assistance provided under this 
subchapter, together with earnings received on investments of the product 
development funds, shall be deposited first, in the interest and sinking account as 
prescribed by the policy" board's resolutions authorizing bonds under this 
subchapter and second, in any reserve account established by the policy board until 
that account is fully funded as prescribed by the policy board's resolutions. If, during 
the time any general obligation bonds are payable from the interest and sinking 
account, the policy board determines that there will not be sufficient money in the 
interest and sinking account during the following fiscal year to pay the principal of 
or interest on the general obligation bonds or both the principal and interest that 
are to come due during the following fiscal year, the comptroller of public accounts 
shall transfer to the fund the first money coming into the state treasury not otherwise 
appropriated by the constitution in an amount sufficient to pay the obligations. 

(b) The bonds may be issued from time to time in one or more series or issues, 
in bearer, registered, or any other form, which may include registered uncertificated 
obligations not represented by written instruments and commonly known as 
book-entry obligations, the.rcgistration of ownership and transfer of which shall be 
provided for by the .I2..Q!i£y board under a system of books and records maintained 
by the department or by an agent appointed by the policy board in a resolution 
providing for issuance of its bonds. Bonds may mature serially or otherwise not 
more than 40 years from their date. Bonds may bear no interest or may bear interest 
at any rate or rates, fixed, variable, floating, or otherwise, determined by the .I2..Q!i£y 
board or determined pursuant to any contractual arrangements approved by the 
policy board, not to exceed the maximum net effective interest rate allowed by 
Chapter 3, Acts of the 6!st Legislature, Regular Session, 1969 (Article 717k-2, 
Vernon's Texas Civil Statutes). Interest on the bonds may be payable at any time 
and the rate of interest on the bonds may be adjusted at any time determined by 
the policy board pursuant to the resolutions authorizing the bonds or determined 
pursuant to any contractual arrangement approved by the po'licy board. In 
connection with the issuance of its bonds, the .I2..Q!i£y board may exercise the powers 
granted to the governing body of an issuer in connection with the issuance of 
obligations under Chapter 656, Acts of the 68th Legislature, Regular Session, I 983 
(Article 717q, Vernon's Texas Civil Statutes), to the extent not inconsistent with this 
section. The bonds may be issued in the form and denominations and executed in 
the manner and under the terms, conditions, and details determined by the policy 
board in the resolution authorizing their issuance. If any officer whose manual or 
facsimile signature appears on the bonds ceases to be an officer, the signature 
remains valid and sufficient for all purposes as if the officer had remained in office. 

(c) All bonds issued by the policy board under this section are subject to review 
and approval by the attorney general in the same manner and with the same effect 
as is provided by Chapter 656, Acts of the 68th Legislature, Regular Session, 1983 
(Article 717q, Vernon's Texas Civil Statutes). 
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(d) The bonds are a legal and authorized investment for a bank, trust company, 
savings and loan association, insurance company, fiduciary, trustee, or guardian or 
a sinking fund of a municipality, county, school district, or political subdivision of 
the state. The bonds may secure deposits of public funds of the state, a municipality, 
a county, a school district, or another political corporation or subdivision of the 
state. The policy board may issue bonds to refund all or part of its outstanding 
bonds, including accrued but unpaid interest. The bonds, a transaction relating to 
the bonds, or a profit made in the sale of the bonds is exempt from taxation by the 
state, an agency or subdivision of the state, a municipality, or a special district. 

SECTION 21. Subsection (f), Section 481 .230, Government Code, as added 
by S.B. 1070, Acts of the 72nd Legislature, Regular Session, 1991, is amended to 
read as follows: 

(f) The executive director, a [A:] member of the policy board, advisory board, 
or other person acting on behalf of the department in executing a contract, 
commitment, or agreement under this subchapter is not personally liable on the 
contract, commitment, or agreement. The executive director, a [A"] member of the 
policy board, advisory board, or other person acting on behalf of the department 
is not personally liable for damage or injury resulting from the performance of 
duties under this subchapter. 

SECTION 22. Subsection (e), Section 481.238, Government Code, is 
amended to read as follows: 

(c) The policy board shall determine the rate of interest on loans made under 
this subchapter. Payment of interest and principal on a loan may be deferred at the 
discretion of the department. 

SECTION 23. Subsections (a) through (c), Section 481.244, Government 
Code, are amended to read as follows: 

(a) The P2li9: board may issue up to $20 million of general obligation bonds 
and may use the proceeds, less the costs of issuance of the bonds, to carry out the 
small business incubator program in accordance with the resolution authorizing the 
bonds. The policy board shall deposit the proceeds of the bonds in the small business 
incubator fund and apply them in accordance with the resolution authorizing the 
bonds. The fund and any accounts established in the fund shall be held in trust by 
the state treasurer for and on behalf of the department and the owners of the general 
obligation bonds issued in accordance with this section, and may be used only as 
provided by this subchapter. Pending use, the treasurer may invest and reinvest 
money in the fund in investments authorized by law for state funds that the 
treasurer, consistent with the policy board's resolutions authorizing the bonds, 
considers appropriate: Repayments of financial assistance provided under this 
subchapter, together with earnings received on investments of the fund, shall be 
deposited first, in the interest and sinking account as prescribed by the policy board's 
resolutions authorizing bonds under this article and second, in any reserve account 
established by the policy board until that account is fully funded as prescribed by 
the policy board's resolutions. If, during the time any general obligation bonds are 
payable from the interest and sinking account, the P2!l9: board determines that 
there will not be sufficient money in the interest and sinking account during the 
following fiscal year to pay the principal of or interest on the general obligation 
bonds or both the principal and interest that are to come due during the following 
fiscal year, the comptroller of public accounts shall transfer to the fund the first 
money coming into the state treasury not" otherwise appropriated by the 
constitution in an amount sufficient to pay the obligations. 

(b) The bonds may be issued from time to time in one or more series or issues, 
in bearer, registered, or any other form, which may include registered uncertificatcd 
obligations not represented by written instruments and commonly known as 
book-entry obligations, the registration of ownership and transfer of which shall be 
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provided for by the policy board under a system of books and records maintained 
by the department or by an agent appointed by the l1Q)!9: board in a resolution 
providing for issuance of its bonds. Bonds may mature serially or otherwise not 
more than 40 years from their date. Bonds may bear no interest or may bear interest 
at any rate or rates, fixed, variable, floating, or otherwise, determined by the policy 
board or determined pursuant to any contractual arrangements approved by the 
policy board, not to exceed the maximum net effective interest rate allowed by 
Chapter 3, Acts of the 61 st Legislature, Regular Session, 1969 (Article 7l7k-2, 
Vernon's Texas Civil Statutes). Interest on the bonds may be payable at any time 
and the rate of interest on the bonds may be adjusted at any time determined by 
the l1Q)!9: board pursuant to the resolutions authorizing the bonds or determined 
pursuant to any contractual arrangement approved by the l1Q)!9: board. ln 
connection with the issuance of its bonds, the policy board may exercise the powers 
granted to the governing body of an issuer in connection with the issuance of 
obligations under Chapter 656, Acts of the 68th Legislature, Regular Session, 1983 
(Article 7l7q, Vernon's Texas Civil Statutes), to the extent not inconsistent with this 
section. The bonds may be issued in the form and denominations and executed in 
the manner and under the terms, conditions, and details determined by the policy 
board in the resolution authorizing their issuance. If any officer whose manual or 
facsimile signature appears on the bonds ceases to be an officer, the signature 
remains valid and sufficient for all purposes as if the officer had remained in office. 

(c) All bonds issued by the policy board under this section are subject to review 
and approval by the attorney general in the same manner and with the same effect 
as is provided by Chapter 656, Acts of the 68th Legislature, Regular Session, 1983 
(Article 7l7q, Vernon's Texas Civil Statutes). 

SECTION 24. Section 481.292, Government Code, is amended to read as 
follows: 

Sec. 481.292. ADMINISTRATION. The department [Office of Advanced 
Teclmology] shall implement this subchapter [as directed by the boatd]. 

SECTION 25. Subsection (e), Section 481.297, Government Code, as added 
by S.B. 1070, Acts of the ?2nd Legislature, Regular Session, 1991, is amended to 
read as follows: 

(e) A member of the policy board, advisory board, or other person acting on 
behalf of the department in executing a contract, commitment, or agreement under 
this subchapter is not personally liable on the contract~ commitment, or agreement. 

SECTION 26. Section 481.309, Government Code, is amended to read as 
follows: 

Sec_ 481.309. ADMINISTRATION. The department [Office of Advanced 
Technology] shall jmplement this subchapter [as directed by the boatd]. 

SECTION 27. Article 4413(501), Revised Statutes, as added by S.B. 546, 
Acts of the ?2nd Legislature, Regular Session, 1991, is amended by adding Sections 
2.06, 2.07, 2.08, 2.09, and 2.10 to read as follows: 

Sec. 2.06. ADMINISTRATION OF COMMUNITY DEVELOPMENT 
BLOCK GRANT PROGRAM. The department, through the community affairs 
division, shall, under the federal Omnibus Budget Reconciliation Act of 1981 (Pub. 
L. No. 97-35) and 24 CFR, Part 570, Subpart I, administer the state's allocation of 
federal funds provided under the community development block grant 
nonentitlement program authorized by Title l of the Housing and Community 
Development Act of 1974 (42 U.S. C. Section 5301 et seq.). 

Sec. 2.07. ALLOCATION RULES. Community development block grant 
program funds shall be allocated to eligible counties and municipalities according 
to department rules. 

Sec. 2.08. ALLOCATION SHARING. The department may enter into 
interagency agreements with the Texas Department of Commerce to transfer not 
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more than 20 percent of the federal funds received by the department to the Texas 
Department of Commerce to be used for economic development. The federal funds 
transferred to the department of commerce include the amount of federal funds to 
be used for administrative expenses in accordance with federal law. Any income 
generated from the economic development programs of the department of 
commerce remain with that agency. The use of funds transferred to the Texas 
Department of Commerce under this section must be approved by the department, 
and all rules of the Texas Department of Commerce relating to the funds transferred 
under this section must be approved by the department. 

Sec. 2.09. UNUSED FEDERAL FUNDS. Any federal funds transferred 
under Section 2.08 of this article to the Texas Department of Commerce that arc 
not used on a timely basis. as specified by federal guidelines. shall be returned to 
the department under the terms of an interagency agreement. 

Sec. 2.10. STATE COMMUNITY DEVELOPMENT REVIEW 
COMMITTEE. (a) The state community development review committee consists 
of 12 members. appointed by the governor, each of whom must be a member of the 
governing body of a county or municipality eligible for funding under the program 
or a supervisory-level county or municipal employee whose regular duties include 
involvement in community development activities. The number of county officials 
on the committee. expressed as a ratio of all committee members. may not exceed 
the number of counties eligible for funding under the community development 
block grant program. expressed as a ratio of all eligible applicants. 

(b) The chairman of the committee shall be designated by the governor and 
serve at the governor's pleasure. 

(c) Members ofthe committee serve two-year terms expiring February I of each 
odd-numbered year. If a vacancy occurs on the committee, the governor shall 
appoint a new member to fill the remaining portion of the unexpired term. 

(d) Committee members serve without compensation for services on the 
committee but are entitled to be reimbursed for reasonable and necessary expenses 
incurred in performing their duties. Service on the committee by officers and 
employees of counties and municipalities is considered as an additional duty of their 
office or employment and may not be construed as dual officeholding. 

(e) The committee shall meet at least twice annually at the call of the director. 
!0 The committee shall: 

(1) consult with and advise the director on the administration and 
enforcement of the program; and 

(2) review applications submitted by counties and municipalities 
eligible for funding under the program and advise and assist the director with respect 
to the allocation of program funds to those applicants. 

(g) The committee may recommend annually to the director a formula for 
allocation of funds to each geographic state planning region established by the 
governor as provided by Chapter 391, Local Government Code. The formula must 
give preference to regions according to the regions' needs. 

SECTION 28. Subsection (a), Section 3, Texas Job-Training Partnership Act 
(Article 4413(52), Vernon's Texas Civil Statutes), is amended to read as follows: 

(a) It is a goal of this state to assist its citizens in obtaining gainful employment 
and in reducing dependency on public assistance and unemployment compensation 
by: 

(I) preparing young people and unskilled adults who are economically 
disadvantaged for entry into the work force; 

(2) assisting citizens faced with serious barriers to employment to 
overcome those barriers, including age, handicapped status, lack of education, and 
locality; 

(3) taking an affirmative role in ensuring the maximum utilization of 
available resources in planning, implementing, and facilitating this Act through a 
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partnership of individuals from the various diverse communities of the state, 
including but not limited to representatives of business communities, local and state 
government, ethnic communities, education communities, and the various cultural 
and socio~economic communities, to participate in decision-making and 
policy·mak.ing activities associated with programs created under this Act; and 

(4) retraining individuals whose current skills are no longer in demand 
in the labor market or who have been laid off from full-time employment, and who 
must upgrade their work skills to return to the work force. 

SECTION 29. Subsection (b), Section 8, Texas Job-Training Partnership Act 
(Article 4413(52), Vernon's Texas Civil Statutes), is amended to read as follows: 

(b) The state hereby establishes a State Job Training Coordinating Council as 
required by the federal Act, hereinafter referred to as the "state council". The state 
council shall: 

( 1) be appointed by the governor in accordance with the requirements 
of the federal Act; 

(2) have not more than 40 members including the chairperson; 
(3) meet not less than quarterly; 
(4) develop and recommend statewide goals and program objectives; 
(5) identify needs for training and employment services; 
(6) review operations of local programs and state agencies providing 

job-training, employment, and related programs identified in the federal Act; 
(7) establish criteria for coordinating program planning and 

operations; 
(8) evaluate the results of state and local training and employment 

services; 
(9) develop and recommend the state's coordination and special 

services plan to the governor; 
( 10) perform the functions formerly conducted by the State 

Coordinating Committee for the work incentive program under Title IV of the 
Social Security Act, the advisory council established under the Wagner-Peyser Act 
(29 U.S.C. 49) and under the Texas Unemployment Compensation Act (Article 
522lb-l et seq., Vernon's Texas Civil Statutes); 

( 11) assist each Private Industry Council in developing programs to 
serve AFDC recipients; [and] 

(12) develop conflict-of-interest guidelines relating to the 
participation of a member of a Private Industry Council in a contract with the 
service delivery area administered by that Private Industry Council; and 

1..!1} perform such functions and duties relating to job-training, 
employment, and related programs as required by the federal Act or as assigned by 
the governor. 

SECTION 30. Subsections (a) and (b), Section 9A, Texas Job-Training 
Partnership Act (Article 4413(52), Vernon's Texas Civil Statutes), are amended to 
read as follows: 

(a) The Texas Department of Commerce is authorized to enter into contracts 
with public community and junior colleges and private, nonprofit organizations 
that conduct model or exemplary youth programs that meet the unique educational 
needs of student dropouts to provide educational services to student dropouts. A 
contract under this section must be made in accordance with the same procedure 
by which a state agency contracts with a private consultant under Chapter 454, Acts 
of the 65th Legislature, Regular Session, 1977 (Article 6252-llc, Vernon's Texas 
Civil Statutes). 

(b) A contract under this section must be structured to encourage partnerships 
among the public school districts, public community and junior colleges, private 
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industry councils, and private, nonprofit organizations described in Subsection (a) 
of this section. 

SECTION 31. Section I, Chapter I 092, Acts of the 70th Legislature, Regular 
Session, !987 (Article 5!90.9a, Vernon's Texas Civil Statutes), is amended by 
adding Subdivision (19) to read as follows: 

Subsections (b) and (e), Section 2, Chapter 1092, Acts of the 
70th Legislature, Regular Session, 1987 (Article 5190.9a, Vernon's Texas Civil 
Statutes), as amended by S.B. 546, Acts of the 72nd Legislature, Regular Session, 
!991, are amended to read as follows: 

(b) Prior to September I,(!) 28 [33] percent of the state ceiling is available 
exclusively for reservations by issuers of qualified mortgage bonds, (2) 17.5 [+5] 
percent of the state ceiling is available exclusively for reservations by issuers of 
state-voted issues, (3) 7.5 [ffi] percent of the state ceiling is available exclusively for 
reservations by issuers of qualified small issue bonds, [and] ( 4) five percent of the 
state ceiling is available exclusively for reservations by issuers of qualified residential 
rental project issues; and (5) 42 percent [the baiance] of the state ceiling is available 
exclusively for reservations by all other issuers of bonds requiring an allocation. 

(e) Notwithstanding the provisions of[Exccpt as pwvidcd in] Subsection (f) of 
this section, if qualified mortgage bonds or qualified small issue bonds no longer 
qualify for treatment as tax-exempt obligations under the provisions of the code, 
then the provisions of Subsection [Subsections] (b)( 1) or [am!] (3) of this section, 
or both, as applicable, shall be null and void, and the portion of the state ceiling that 
is available exclusively for reservations by issuers of qualified mortgage bonds or 
qualified small issue bonds, or both, as applicable, shall be reallocated 
proportionately by March I for reservations by each other category of issuers under 
Subsection (b) of this section. 

SECTION 33. Subsection (c), Section 3, Chapter 1092, Acts of the 70th 
Legislature, Regular Session, 1987 (Article 5I90.9a, Vernon's Texas Civil Statutes), 
as amended by S.B. 1070, Acts of the 72nd Legislature, Regular Session, 1991, is 
amended to read as follows: 

(c) The board shall not grant a reservation of a portion of the state ceiling to 
any issuer prior to January 10. If two or more issuers apply for a reservation of state 
ceiling in a category described in Subsections (bX2), (b)(3), [and] (b)(4), and (b)(5) 
of Section 2 of this Act on or before January 10, reservations within that category 
shall be granted from the state ceiling available in that category in an order 
determined by the board by lot. If two or more housing finance corporations apply 
for a reservation of state ceiling in the category described by Section 2(b)(l) of this 
Act on or before January 10, reservations within that category shall be granted from 
the state ceiling available in that category according to the following categories of 
priority: ( 1) the first category of priority shall include those applications for a 
reservation filed by housing finance corporations which filed an app1ication for a 
reservation on behalf of the same local population prior to September I of the 
previous calendar year, but which did not receive a reservation during such year; 
(2) the second category of priority shall include those applications for a reservation 
filed by housing finance corporations to which state ceiling could not be made 
available by August 31 for that calendar year because of the application of Section 
4(b) of this Act; (3) the third category of priority shall include those applications for 
a reservation not included in the first and second categories of priority; and (4) 
within each category of priority, reservations shall be granted in reverse calendar 
year order of the most recent closing of qualified mortgage bonds by each housing 
finance corporation, with the most recent closing being the last to receive a 
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reservation and with those housing finance corporations that have never received 
a reservation for mortgage revenue bonds being the first to receive a reservation, 
and, in the case of closings occurring on the same date, reservations shall be granted 
in an order determined by the board by lot. All applications for a reservation filed 
after January 10 by any issuer for the issuance of bonds shall be accepted by the 
board in their order of receipt. 

SECTION 34. Section 3, Chapter 1092, Acts of the 70th Legislature, Regular 
Session, 1987 (Article 5190.9a, Vernon's Texas Civil Statutes), is amended by 
adding Subsections (c) and (f) to read as follows: 

(c) If any portion of state ceiling in any category described in Section 2(b) of 
this Act from which issuers were granted reservations becomes available in that 
category before 1 une I, those amounts shall be aggregated and reservations shall be 
granted from that category on June t. If any portion of state ceiling from which 
issuers were granted reservations becomes available in that category after June l 
and before August 25, those amounts shall be aggregated and reservations shall be 
granted from that category on August 25. The department may also grant a 
reservation to an issuer at any time on or after January 10 if the amount of state 
ceiling available in any category exceeds the amount of state ceiling applied for in 
that category. 

(0 An issuer may refuse to accept a reservation if the amount of state ceiling 
available is less than the amount for which the issuer applied under Section 4 of this 
Act. The amount of available state ceiling is subiect to the grant of a reservation to 
each succeeding issuer eligible to receive a reservation of that available state ceiling 
in the order of priority determined in accordance with this Act. An issuer's refusal 
to accept a reservation does not affect the issuer's order of priority determined in 
accordance with this Act for a subsequent receipt of a reservation. 

SECTION 35. Subsections (a), (d), and (e), Section 7, Chapter 1092, Acts of 
the 70th Legislature, Regular Session, 1987 (Article 5190.9a, Vernon's Texas Civil 
Statutes), as amended by S.B. 1070, Acts of the 72nd Legislature, Regular Session, 
1991 , are amended to read as follows: 

(a) Except as provided in Subsection (b) of this section, the issuer shall close 
on the bonds for which a reservation has been granted not later than the 2Q!h [6eth] 
day after the reservation date. [The 66-day pCJiod may be extended by 15 days if, 
before the end of the 66-day period, the issuer submits to tire board a w1itten Icqucst 
fot tilt extension. The request tiJust state the specific dcadliJJe Ecquested. The boatd 
may appwve the request if it considets the tequested dwdlinc appropriate.] 

(d) Not later than the fifth day after the day on which the bonds are closed, the 
issuer shall submit to the board: 

(l)[lttll>ito-1'Je01Jmllmaoiiioi•imnt!!g-.collnos.iinnt!!g-1fi'ecee:,:-lbb:a.,se;edd-.o:nJrrJ1:tli>Jee-tep>rnit·n"coi;~p~ta:rllha>~Jnnmomamnrtt-rorl'f-1tnh"e 
borrds cer tifwd as provided by Section 6(a)(2) of t11is Act, 

[(ZJ] a written notice stating the delivery date of the bonds and the 
principal amount of the bonds issued; and 

ru [(3)] a certified copy of the document authorizing the bonds 
and other documents relating to the issuance of the bonds, including a statement 
of the bonds': 

calculated; 

(A) principal amount; 
(B) interest rate or formula by which the interest rate is 

(C) maturity schedule; and 
(D) purchaser or purchasers. 

(e) The board shall adopt rules that require the payment of closing fees 
simultaneously with the closing on the bonds. [On failmc of the issue1 to submit 
the documents and fcc described by Subsection (d) of this section befme this 
deadline, the issue's ttset 9ation is canceled.] 
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SECTION 36. Subchapter N, Chapter 481, Government Code, is repealed. 
SECTION 37. (a) Sections 2.06, 2.07, 2.08, 2.09, and 2.10, Article 4413(501), 

Revised Statutes, as added by this Act, take effect January I, 1992, and on that date 
the powers, duties, and obligations of the Texas Department of Commerce relating 
to the community development block grant program are transferred to the Texas 
Department of Housing and Community Affairs. On January I, 1992, the Texas 
Department of Commerce shall transfer all property of the department relating to 
the powers, duties, and obligations being transferred and all records relating to the 
powers, duties, and obligations being transferred in its custody to the Texas 
Department of Housing and Community Affairs. 

(b) On the transfer of all property and reeords under Subsection (a) of this 
section: 

(I) a rule, form, or policy adopted by the Texas Department of 
Commerce relating to the powers, duties, and obligations being transferred becomes 
a rule, form, or policy ofthe Texas Department of Housing and Community Affairs; 
and 

(2) a contract made by the Texas Department of Commerce relating 
to the powers, duties, and obligations being transferred becomes a contract made 
by the Texas Department of Housing and Community Affairs. 

(c) On January I, 1992, all funds appropriated to the Texas Department of 
Commerce for the powers, duties, and obligations related to the community 
development block grant program are transferred to the Texas Department of 
Housing and Community Affairs. 

(d) On January I, 1992, all personnel employed by the Texas Department of 
Commerce for the administration of the powers, duties, and obligations related to 
the community development block grant program are transferred to the Texas 
Department of Housing and Community Affairs. 

(e) On January 1, 1992, the state community development revi~w committee 
established by Section 481.193, Government Code, repealed by this Act, shall 
transfer all property and records in its custody to the state community development 
review committee created by Section 2.1 0, Article 4413(50 I), Revised Statutes, as 
added by this Act, and on that transfer the state community development review 
committee established by Section 481.193, Government Code, is abolished. 

SECTION 38. On January I, 1992, the powers, duties, and obligations of the 
governing board of the Texas Department of Commerce are transferred to the 
executive director of the Texas Department of Commerce and the policy board to 
the Texas Department of Commerce as provided by this Act, and a rule, form, or 
policy adopted by the board becomes a rule, form, or policy of the executive director 
or policy board, as appropriate. On the transfer of powers, duties, and obligations, 
the governing board of the Texas Department of Commerce is abolished. 

SECTION 39. Members of the governing board ofthe Texas Department of 
Commerce, as it existed before the effective date of this Act, shall continue to serve 
as members of the policy board until their terms as members of the governing board 
of the Texas Department of Commerce would have expired. 

SECTION 40. (a) The governor shall make the initial appointment of the 
executive director of the Texas Department of Commerce on or before January 1, 
1992. 

(b) The initial term of the executive director expires on February 1, 1993. On 
expiration of that term, the term of the executive director is two years, as provided 
by Section 481.005, Government Code, as amended by this Act. 

SECTION 41. The term of office of each member currently serving on an 
advisory board created under Section 481.007, Government Code, as amended by 
H.B. 1029, Acts of the 72nd Legislature, Regular Session, 1991, continues until the 
current term expires. 
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SECTION 42. (a) Except as provided in Subsection (b) of this section, this Act 
takes effect September 1, 1991. 

(b) Sections 33 through 35 take effect January 1, 1992. 
SECTION 43. The importance of this legislation and the crowded condition 

of the calendars in both houses create an emergency and an imperative public 
necessity that the constitutional rule requiring bills to be read on three several days 
in each house be suspended, and this rule is hereby suspended. 

The amendment was read. 

Senator Whitmire offered the following amendment to Floor Amendment 
No.1: 

Floor Amendment No. 2 

Amend Floor Amendment No. 1 to S.B. 83 by adding a new SECTION 19 and 
renumbering subsequent sections accordingly. 

SECTION 19. Section 481.076 (c)(4), Government Code, is amended by 
adding a new subsection (c)(4) and renumbering subsequent subsections. 

(c)(4) provide skill upgrades in conjunction with public or private employers 
for currently employed workforce that are necessary for them to retain their jobs. 

The amendment to the amendment was read and was adopted by a viva voce 
vote. 

Senator Brown offered the following amendment to Floor Amendment No. I: 

Floor Amendment No. 3 

Amend Floor Amendment No. 1 to S.B. 83, SECTION 4, Sec. 481.005, (page 
4, lines 28-30 of floor substitute) by striking all of Subsection (a) and substituting 
the following in place thereof: 

(a) The board shall appoint the executive director of the department. 

The amendment to the amendment was read. 

On motion of Senator Glasgow, Floor Amendment No. 3 was tabled by the 
following vote: Yeas 23, Nays 7. 

Yeas: Armbrister, Barrientos, Bivins, Brooks, Carriker, Dickson, Ellis, 
Glasgow, Haley, Johnson, Lucio, Lyon, Moncrief, Montford, Parker, Ratliff, 
Rosson, Sibley, Tejeda, Truan, Turner, Whitmire, Zaffirini. 

Nays: Brown, Harris of Tarrant, Harris of Dallas, Henderson, Krier, Leedom, 
Sims. 

Absent: Green. 

Question recurring on adoption of Floor Amendment No. l as amended, the 
amendment as amended was adopted by a viva voce vote. 

On motion of Senator Glasgow and by unanimous consent, the caption was 
amended to conform to the body of the bill as amended. 

The bill as amended was passed to engrossment by a viva voce vote. 

RECORD OF VOTES 

Senators Brown and Henderson asked to be recorded as voting "Nay" on the 
passage of the bill to engrossment. 
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SENATE BILL 83 ON THIRD READING 

Senator Glasgow moved that the Constitutional Rule and Senate Rule 7.20 
requiring bills to be read on three several days be suspended and that S.B. 83 be 
placed on its third reading and final passage. 

The motion prevailed by the following vote: Yeas 31, Nays 0. 

The bill was read third time and was passed by a viva voce vote. 

RECORD OF VOTE 

Senator Henderson asked to be recorded as voting "Nay" on the final passage 
of the bill. 

COMMITTEE SUBSTITUTE 
HOUSE BILL 6 ON SECOND READING 

On motion of Senator Harris of Dallas and by unanimous consent, the regular 
order of business was suspended to take up for consideration at this time on its 
second reading and passage to third reading: 

C.S.H.B. 6, Relating to the regulation of insurance, the powers and duties of 
the Texas Department of Insurance, and maintaining motor vehicle financial 
responsibility. 

The bill was read second time. 

(Senator Armbrister in Chair) 

Senator Harris of Dallas offered the following amendment to the bill: 

Floor Amendment No. 1 

Amend C.S.H.B. 6 as follows by striking SECTION 7.02 of the bill, relating 
to the application of the amendment to Section 5, Article 21.55, Insurance Code, 
and substitute the following: 

SECTION 7.02. (a) This article takes effect September I, 1991. 
(b) Section 5, Article 21.55, Insurance Code, as amended by this article, applies 

to each claim filed with an insurer on or after September I, 1991. A claim filed 
before that date is governed by the law in effect on the date that the claim is filed, 
and the former law is continued in effect for that purpose. 

The amendment was read and was adopted by a viva voce vote. 

(President in Chair) 

Senator Harris of Dallas offered the following amendment to the bill: 

Floor Amendment No. 2 

Amend C.S.H.B. 6 as follows: 

In Section 14.01, strike Subsection (e) and insert the following: 
(e) A loan or advance made under this article, and any interest accruing on the 

loan or advance. is not a legal or financial liability of the insurer until the 
commissioner authorizes repayment or payment under Subsection (d) of this article. 
Until the commissioner authorizes the repayment or payment, all financial 
statements published by the insurer or filed with the commissioner must show as 
a liability that portion of the insurer's surplus that exceeds the minimum surplus 
as defined in the subordinated agreement to the extent of the unpaid balance 
thereon, and must show the amount of such minimum surplus as a special surplus 
account. 
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The amendment was read and was adopted by a viva voce vote. 

Senator Harris of Dallas offered the following amendment to the bill: 

Floor Amendment No. 3 

427 

Amend C.S.H.B. 6 by inserting the following new section and renumbering 
subsequent sections: 

SECTION 7.01. Section 4, Article 21.55, Insurance Code, as added by 
Section 11.03, Chapter 242, Acts of the 72nd Legislature, Regular Session, 1991 is 
amended to read as follows: 

Sec. 4. PAYMENT OF CLAIMS. If an insurer notifies a claimant that the 
insurer will pay a claim or part of a claim under Section 3 of this article, the insurer 
shall pay the claim not later than the fifth business day after the notice has been 
made. If payment of the claim or part of the claim is conditioned on the 
performance of an act by the claimant, the insurer shall pay the claim not later than 
the fifth business day after the date the act is performed. Surplus lines insurers shall 
pay the claim not later than the twentieth business day after the notice or date the 
act is performed. 

The amendment was read and was adopted by a viva voce vote. 

Senator Harris of Dallas offered the following amendment to the bill: 

Floor Amendment No. 4 

Amend C.S.H.B. 6 by striking Article I of the bill and substituting the 
following: 

ARTICLE l. GUARANTY FUNDS AND LIQUIDATION OF INSURERS 
SECTION l.O l. Section I, Article 21.28, Insurance Code, is amended by 

amending Subsection (d) and adding Subsection (g) to read as follows: 
(d) "Liquidator" means "receiver." The term includes the commissioner of 

insurance or the person designated by the commissioner of insurance to act as 
special deputy receiver [State Boatd of Inswance as liquidatol]. 

(g) ~Person" means an individual, association, corporation. partnership, or 
other private legal entity. 

SECTION 1.02. Sections 2(a), (d), and (h), Article 21.28, Insurance Code, are 
amended to read as follows: 

(a) Receiver Taking Charge. Whenever under the law of this State a court of 
competent jurisdiction finds that a receiver should take charge of the assets of an 
insurer domiciled in this State, the commissioner of insurance or a person 
designated by the commissioner under contract [liquidatm designated by the State 
Boa~d oflllsUiancc as hucinaflx::r pwvidcd fm] shall act as [be-sttch] receiver. The 
[liqaidatm so appointed] receiver shall forthwith take possession of the assets of 
such insurer and deal with the same in the person's [his] own name as receiver or 
in the name of the insurer as the court may direct. The receiver has the powers 
specified in this code. A person designated by the commissioner to act as special 
deputy receiver under contract is subject to the performance standards imposed by 
this subsection. The special deputy receiver shall submit monthly written reports 
to the court and commissioner that state the special deputy receiver's business plan 
for the receivership, including expenses incurred in administering the receivership 
during the preceding month and an estimate of those expenses for the succeeding 
month. The report must include a cost-benefit analysis on the expenditure of funds 
other than funds spent for the payment of claims. The business plan report must 
include a budget of monthly expenses that explains any variation from the original 
projection. In addition to the business plan report, the special deputy receiver shall 
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submit a monthly report to the commissioner relating to the special deputy 
receiver's activities in administering the receivership. The special deputy receiver 
must submit to performance audits and financial audits on a semiannual basis until 
January 1, 1994. and subsequently on an annual basis or more frequently as 
directed by the commissioner. 

(d) Bonds. The receiver shall be responsible(, on his official bond hCicinaftet 
pwvided f01,] for all assets coming into his possession. The court may require!! [an 
additional] bond, or bonds, from the said receiver, and, if deemed desirable for the 
protection of the assets, may require a bond, or bonds, of any special deputy receiver 
[JiquidatOI], or other assistant or employee appointed by or under the authority of 
this Article. 

(h) Depositories. Except as provided by this subsection, all [irll] money 
collected by the receiver shall be forthwith deposited into the Texas Treasury 
Safekeeping Trust Company in accordance with procedures established by the state 
treasurer. The receiver may deposit the money in any bank, banks, or savings and 
Joan association or associations in this State insured by a federal agency that 
provides for deposit insurance if the receiver, in the exercise of sound financial 
judgment. determines that it would be advantageous to do so [which ait membets 
of the Fcdual Deposit htSatauce Cmpmation 01 Fedual Savings and Loan 
Jusurance Cmpmation]. The funds collected or realized from the assets of each 
insurer for which the receiver has been appointed shall be accounted for by the 
receiver separately [kept scpaidte and apa1t] from all other funds. Whenever any 
account in~ [any such] bank or savings and loan association exceeds the maximum 
amount insured by the appropriate federal agency [said FcdCial Deposit lnswance 
CotpOiatiou ot Fcdual Savings and Loan htsotaucc Cmpmation], the receiver is 
hereby authorized and directed to make such contracts and require such security 
as it may deem proper for the safeguarding of such deposit without [upon] approval 
of the court. 

SECTION 1.03. Section 3, Article 21.2S, Insurance Code, is amended by 
adding Subsection (i) to read as follows: 

(i) Notwithstanding any other provision of this article, if a claim is covered by 
a guaranty fund created under Article 9.4S, 21.2S-C, or 21.2S-D of this code, the 
receiver shaH refer the claim to the appropriate guaranty association for processing. 

SECTION 1.04. Section SA, Article 21.2S, Insurance Code. is amended to read 
as follows: 

Sec. SA. SETTLEMENT OF CLAIMS; ABANDONED FUNDS; 
RE-OPENING OF RECEIVERSHIPS. Any and all assets other than cash 
remaining in the receiver's hands after payment of the final dividend may be 
conveyed, transferred or assigned to the commissioner [State liJSUJancc Liquidatm 
and his successors in offke,] to be handled as a trust. The commissioner [State 
hismancc Liquidatot] shall have authority to convey, transfer, and assign any assets, 
including causes of action, judgments, and claims, and to settle or release causes of 
action, judgments, claims, and liens on such terms and for such amounts as he 
deems for the best interest of such trust, whether such assets have heretofore or may 
hereafter come into his hands. From proceeds derived from any such assets the 
commissioner or the special deputy receiver [bquidatm] shall defray the costs 
incident to the sale, settlement, release or other transaction whereby such proceeds 
are obtained, and deliver the remainder to the Board to be deposited by it in trust 
in a special account to be maintained with the State Treasurer to be handled, 
disposed of and used as follows: 

An order directing disposition of such funds may be made by a court of 
competent jurisdiction of Travis County, Texas, upon application of the 
commissioner [Liqaidatm], after notice and hearing. Notice shall be posted on the 
courthouse door of said court for at least twenty (20) days before a hearing is had 
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on the commissioner's [LiquidatOJ 's] application, and notice shall be published at 

least once, and at least ten (I 0) days prior to the date set for such hearing, in a 

newspaper of general circulation in Travis County. Such notice shall state the 
amount of the funds and the receivership from which they were derived. It shall be 

addressed to all persons having an interest, as claimant or otherwise, in the assets 

of the panicular receivership involved in the application, and shall state generally 

that a hearing shall be had on the date specified for the purpose of determining the 

disposition to be made of such funds, including a declaration that such funds are 

abandoned and the property of the State Board of Insurance. 
If the court finds that funds derived from any receivership are sufficient to 

justify rc~opening of the receivership and payment of a dividend, then such may be 

ordered, but otherwise, if such funds are insufficient for that purpose, the court may 

declare such funds abandoned and a certified copy of such judgment will be 

authority for the Comptroller of Public Accounts to issue a Warrant therefor to the 

State Board of Insurance. The Board shall forthwith deposit such funds in 

accordance with the provisions of Section 2(h) of this Article, except that funds 

derived from one insurer need not be kept separate from funds derived through any 

other insurer. 
Such funds may be used as provided in Section 80) of this Article. 
SECTION 1.05. Section 9(c), Article 21.28, Insurance Code, is amended to 

read as follows: 
(c) [No] Limitation. Except as otherwise provided bv this subsection, each 

[Each] receivership or other delinquency proceeding prescribed by this Article shall 

be administered in accordance with Section 64.072, Civil Practice and Remedies 

Code. To the extent a receivership or delinquency proceeding initiated against an 

insurer applies to claims against a workers' compensation insurance policy or a title 

insurance policy, the receivership or delinquency proceeding shall be administered 

continuously [hucundet1 for whatever length of time is necessary to effectuate its 

purposes, and no[ :-No] arbitrary period prescribed elsewhere by the laws of Texas 

limiting the time for the administration of receiverships or of corporate affairs 

generally shall be applicable thereto. 
SECTION 1.06. Sections ll(a) and (b), Article 21.28, Insurance Code, are 

amended to read a follows: 
(a) Records Admitted. All books, records, documents and papers of any 

delinquent insurer received by the receiver [liqaidat01] and held [by-irim] in the 

course of the delinquency proceedings, or certified copies thereof, under the hand 

and official seal of the Board and/or receiver [liquidator], shall be received in 

evidence in all cases without proof of the correctness of the same and without other 

proof, except the certificate of the Board and/or receiver [liquidato• 1 that the same 

was received from the custody of the delinquent insurer or found among its effects. 
(b) Certificates. The receiver [liqaidat01] shall have the authority to certify to 

the correctness of any paper, document or record of the receiver's [his] office, 

including those described in (a) of this section, and to make certificates under seal 

of the Board and certified by the receiver [liquidatot 1 certifying to any fact contained 

in the papers, documents or records of the Texas Department [Liquidation Di Qjsion 

of the State Board] oflnsurance; and the same shall be received in evidence in all 

cases in which the originals would be evidence. 
SECTION 1.07. Section 12, Article 21.28, Insurance Code, as amended by 

Chapter 242, Acts of the 72nd Legislature, Regular Session, 1991, is amended by 

amending Subsections (a), (b), and (c) and adding Subsection (h) to read as follows: 

(a) Special Deputy Receiver [LiquidatOI1, Bond. A special deputy receiver 

appointed by the commissioner under this article shall file with the commissioner 

a bond in an amount established by the commissioner, payable to the commissioner 

for the benefit of injured parties, and conditioned on the faithful performance of 
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the special deputy receiver's duties and the proper accounting for all moneys and 
properties received or administered by the special deputy receiver. [The liquidator 
herein named shall be appointed bs tire S:tatt:: Board of Insurance, and shall 'ue 
subject to temo:;:al by said Bodld, and bcfmc cntuing upon the duties of said office, 
shall file with the Borud a bond in the sum of 'Feu Thousand Dollats {$16,666), 
payable to the Boatd fot the benefit of injmed patties, aud conditioned upon the 
faithful pczfmmance of his duties and the pwpci accounting fm aH moneys and 
pwpcttics received OJ administcwd by him.] 

(b) Appointments, Expenses. The commissioner may appoint, set the 
compensation of, and contract with one or more qualified special deputy receivers 
to act for the commissioner under this code. In making an appointment under this 
section, the commissioner shall attempt to reflect the ethnic, racial, and geographic 
diversity of the state. A special deputy receiver has all the powers of the receiver 
granted by this code. unless limited by the commissioner. [The Boatd shall have the 
powCJ to appoint and fix the wmpcnsation of the liquidatm and of such special 
deputy liquidatms, counsel, duks, 01 assistants, as it may deem necessa1y.] The 
payment of such compensation and all expenses ofliquidation shall be made by the 
commissioner [liquidatm] out of funds or assets of the insurer [on appmval of the 
Board]. An itemized report of such expenses, sworn to by the commissioner or a 
special deputy receiver [liqaidatot and appw,cd by the Boatd], shall be presented 
on a monthly basis to the court [fwm time to time], which account shall be 
approved by the court unless objection is filed thereto within ten ( 10) days after the 
presentation of the account. The objection, if any, must be made by a party at 
interest and shall specify the item or items objected to and the ground of such 
objection. The court shall set the objection down for hearing, notifying the parties 
of the setting. The burden of proof shall be upon the party objecting to show that 
the items objected to are improper, unnecessary or excessive. 

(c) Filing Reports. The receiver [Said liqaidat01] shall file reports with the 
Board upon its request showing the operation, receipts, expenditures, and general 
condition of any organization of which the receiver [he] may have charge at that 
time, and, upon request, shall file a copy of said report with the court in which said 
receivership proceeding is pending. The receiver [He] shall also file a final report of 
each organization which [be) has been liquidated or handled showing all receipts 
and expenditures, and giving a full explanation of the same and a true statement 

. of the disposition of all of the assets of each organization. 
(h) A special deputy receiver appointed by the commissioner serves at the 

pleasure of the commissioner. Unless restricted by the commissioner, a special 
deputy receiver may perform any act on behalf of the commissioner. If expressly 
authorized by the commissioner, a special deputy receiver may employ employees 
and agents, legal counsel. actuaries. accountants, appraisers, consultants, and other 
personnel as the special deputy receiver considers necessary to assist in the 
performance of the receiver's duties. The expenses of employing those persons are 
expenses of the receivership payable out of funds or assets of the insurer. 

SECTION 1.08. Section 12A(a), Article 21.28, Insurance Code, as amended 
by Section 23, Chapter 641, Acts of the 72nd Legislature, Regular Session, 1991, 
is amended to read as follows: 

(a) It is the sense of the Legislature, as necessary to state policy, that facilities 
be immediately and continually available to meet any or all of the requirements of 
preparing for, placing in, continuing or completing any liquidation, rehabilitation, 
reorganization or conservation of insurers, and in order to make such provision and 
to provide that the Liquidator and employees be used for other Insurance 
Department duties when not involved in liquidation or conservation matters, the 
Legislature may make provisions for the Liquidator and employees and their 
expenses, in whole or in part, by making appropriations therefor, or by 
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appropriating or permitting use of funds, other than funds or assets of insurers being 
liquidated, rehabilitated, reorganized or conserved, which are received by or made 
available to the Board, or by establishing disappearing or partially or wholly 
reimbursable revolving funds in the Appropriation Acts, notwithstanding any other 
provision of Article 21.28 of Chapter 21 of the Insurance Code. This subsection 
expires January I, 1994. 

{W The provisions of this Act are cumulative of existing law and in the event 
of conflict the provisions of this Act shall govern. 

SECTION 1.09. Section 5(2)A, Article 9.48, Insurance Code, is amended to 
read as follows: 

A. ''Covered claim" is an unpaid claim: 
(i) of an insured which arises out of and 

is within the coverage and not in excess of the applicable limits of a title insurance 
policy to which this article applies, issued or assumed (whereby an assumption 
certificate is issued) by an insurer licensed to do business in this state and covered 
by this article, if such insurer becomes an "impaired insurer" after the effective date 
of this article and the insured real property (or lien thereon) is located within this 
state; 

(ii) against trust funds or an escrow 
account of an impaired insurer which arises due to a shortage of those funds or in 
that account; 

(iii) for which an impaired insurer is liable 
in connection with the fidelity of any agent of that insurer as authorized by Article 
9.49 of this code; or 

(iv) against trust funds or an escrow 
account of an impaired agent which arises due to a shortage ofthose funds or in that 
account and which shall be paid only from funds derived from guaranty fees and 
not from assessments. 

A "covered claim" [lndividaai ''covcitd claims"] under Subparagraphs (i) and 
(iii) of this paragraph shall be limited to the lesser of $250,000 per claimant or 
$250,000 per policy [and shall not include any amount in exwss of $250,000 pet 
claimant]. The amount of a "covered claim" under Subparagraph (ii) and [or] (iv) 
of this paragraph is the amount of the unpaid claim up to and not to exceed, the 
lesser of[: 

[til] the amount of funds actually 
delivered to the impaired insurer or agent as trust funds or an escrow account for 
each claimant in a transaction from which the claim arises[;] or 

[tii)] $250,000 per claimant, provided 
that the cumulative amount of covered claims arising from one transaction may not 
exceed $250,000. 

SECTION 1.10. Article 9.48, Insurance Code, is amended by adding Section 
6A to read as follows: 

Sec. 6A. DEPOSIT OF ASSESSMENTS. All assessments collected by the 
association may be deposited into the Texas Treasury Safekeeping Trust Company 
in accordance with procedures established by the state treasurer. The funds 
deposited shall be accounted for separately from all other funds by the state treasurer 
to the association. 

SECTION I. II. Section 7, Article 9.48, Insurance Code, is amended to read 
as follows: 

Sec. 7. ASSESSMENTS [ADMINISTRATION]. ~ Whenever the 
commissioner determines that an insurer or agent has become impaired, the 
receiver appointed in accordance with Article 21.28 of the Insurance Code or the 
conservator appointed under the authority of Article 21.28-A or Article 9.29 ofthe 
Insurance Code shall promptly estimate the amount of additional funds needed to 
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supplement the assets of the impaired insurer or agent immediately available to the 
receiver or the conservator for the purpose of malcing payment of all covered claims 
and. administrative expenses. The receiver or conservator shall advise the board of 
those estimates. 

(b) The a-ssociation shall assess insurers amounts necessary to pay the 
obligations of the association under this article subsequent to an insolvency. the 
expenses of handling covered claims subsequent to an insolvency. and other 
expenses authorized by this article. The assessments of each member insurer shall 
be in the proportion that the net direct written premiums of the member insurer 
for the calendar year preceding the assessment bears to the net direct written 
premiums of all member insurers and for the calendar year preceding the 
assessment. Each member insurer shall be notified of the assessment not later than 
30 days before it is due. No member insurer may be assessed in any year an amount 
greater than two percent ofthat member insurer's net direct written premiums for 
the calendar year preceding the assessment. If the maximum assessment, together 
with the other assets of the association, does not provide in any one year an amount 
sufficient to make all necessary payments, the funds available shall be prorated and 
the unpaid portion shall be paid as soon thereafter as funds become available. 

(c) The association may exempt or defer. in whole or in part, the assessment 
of any member insurer if the assessment would cause the member insurer's financial 
statement to reflect amounts of capital or surplus less than the minimum amounts 
required for a certificate of authority by any jurisdiction in which the member 
insurer is authorized to transact insurance. During the period of deferment, no 
dividends may be paid to shareholders or policyholders. Deferred assessments shall 
be paid when such payment will not reduce capital or surplus below required 
minimums. These payments shall be refunded to those companies receiving larger 
assessments by virtue of such deferment, or at the election of any such company, 
credited against future assessments [and the bva•d shall make available fwm the 
appwpiiatc account maintained by the association funds sufficient to enable the 
teceivu or coilstt vato• to catty out an efficient pwgtatll of paying the canted 
daims and adtidnisnati ~e expenses of tlae impahed insuret or agent. The boatd shall 
make additional feuds available as the actual need fm those funds dliscs fm each 
impailcd insmtt OJ agent. 

[If the boa1d has detumincd that additional funds are needed in the 
adtiliitisttati9e OJ title acwunt it shall advise tiiC comn•issioner wl1o shall make such 
assessments as may OC needed to pwducc the neccssa1y funds. The eommissionCI 
may make pat tial assessments as the actual nad fm additioual funds atiscs fm each 
impahed iusmu]. No assessment shall be made to produce funds for the guaranty 
fee account but such funds shall be derived solely from guaranty fees as provided 
by Section 6 of this article. 

[The wmmissionu shall assess individual insutcts in pwpOJtion to the tatio 
that the total net direct WJitten ptemium collected in the State of Texas by the 
insutu beats to the total net dhect Mitten ptemium collected by all iusmus tcxupt 
impaitcd insuters) in the State of Texas. The cvmmissionct shall dtlct mine tl1c totai 
net dhect wtitten ptetatiums of an indi9idual insutet diad fin all iiiSutets itl tlac state 
nom the insmCis' annual statements fm the ywt pzcccding the assessment. 
Assessments doling a calcndat ycat may be made up to, but not in excess of, two 
pCitCitt of each insutu's tact dhect wt it ten premiu1n fm the ptcccding calcndaz yeat. 
If the maximum assessment in any calcndat jtat does not PIOYidt an amount 
sufficicn t fm payment of co vu cd claims of i mpaitcd ins OJ CIs, assessments may be 
made in the next succcssiR calendm yeats. 

[Insmus designated as impaited insutet s by the tOinmissiOJJCI slJa:ll be cxetnpt 
fwm assessment fwm and aftct the date of such designation and until the 
commissionu detcuuiiies that such iusmu is no longer an impahed insmet. 
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[The commtsswnu shall designate the impaiiCd inswu fm which each 
assessment 01 palLial assessment is made and it shall be the duty of each iHSUitt to 

deemed a special fund loaned to the wccivu 01 the wnsct vatot for payment of 
wvucd claims Dt administrative expenses, which loan shall be Itpayablc to the 
extent available fwm the funds of such hnpaitcd htswu 01 agent, as hCicin 
pm~idcd.] 

@ Income from the investment of any of the funds of the association may 
be transferred to the administrative account authorized in Section 14(a)(I) of this 
article. The funds in this account may be used by the association for the purpose 
of meeting administrative costs and other general expenses of the association. Upon 
notification by the association of the amount of any additional funds needed for the 
administrative account, the commissioner shall assess insurers to attain the needed 
funds in the same manner provided by this section. 
~ No insurer shall be deemed or considered to have or incur any liability, 

real or contingent, under the provisions of this Article 9.48 of this Chapter 9 until 
any such assessment shall have been actually made in writing by the association 
[conimissiotJCI] under the provisions of this Article 9.48. 

SECTION 1.12. Section 9, Article 9.48, Insurance Code, is amended to read 
as follows: 

Sec. 9. ACCOUNTING FOR AND REPAYMENT OF ASSESSMENTS. 
{ill Upon receipt from an insurer of payment of an assessment or partial assessment, 
the association shall provide the insurer with a participation receipt which shall 
create a liability against the impaired insurer, and the holder of such participation 
receipt shall be regarded as a general creditor of the impaired insurer; provided, 
however, that with reference to the remaining balance of any portions of 
assessments received by the receiver or conservator and not expended in payment 
of"covered claims," the holders of such participation receipts shall have preference 
over other general creditors and shaH share pro rata with other holders of 
participation receipts. The association [Iccciver ot consc1 vator of ar1y impai1ed 
insurer] shall adopt accounting procedures reflecting the expenditure and use of all 
funds received from assessments or partial assessments and shall make a final report 
of the expenditure and use of such funds to the commissioner, which final report 
shall set forth the remaining balance, if any, from the funds collected by assessment. 
The association (reccivu 01 coliSct valor] shall also make any interim reports 
concerning such accounting as may be required by the commissioner or requested 
by the association. Upon completion of the final report, the association [ICuini 01 
consct vatm) shall, as soon thereafter as is practicable, refund pro rata the remaining 
balance of such assessments to the holders of the participation receipts. 

lli) Should the association at any time determine that money exists in the 
administrative account or the title account in excess of the amount reasonably 
necessary for efficient future operation under the terms of this article, it sha11 cause 
the excess money to be returned pro rata to the holders of any participation receipts 
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on which there is a balance outstanding after deducting any credits taken against 
premium taxes as authorized by Section 15 of this article. The amount deducted for 
those credits shall be deposited with the state treasurer for credit to the general fund 
of this state. Any excess money remaining after the distribution shall be retained 
by the association in the guaranty fee account and held pursuant to this article. 

SECTION 1.13. Section 10, Article 9.48, Insurance Cnde, is amended to read 
as follows: 

Sec. I 0. ADMINISTRATION AND PAYMENT OF COVERED CLAIMS. 
(a) The association shall pay covered claims existing before the determination of the 
impairment or arising on or before the date three years after the determination of 
impairment. 

(b) The association may not pay a claimant an amount in excess of the 
obligation of the impaired insurer or agent under the policy or coverage from which 
the claim arises. 

(c) Notwithstanding any other provisions of this article, a covered claim does 
not include a claim filed with the guaranty fund after the final date set by the court 
for the filing of claims against the receiver of an impaired insurer or agent. 

(d) The association stands in the place of the impaired insurer or agent to the 
extent of its obligation on the covered claims and, to that extent. has all rights. 
duties, and obligations of the impaired insurer or agent as if the insurer or agent had 
not become impaired. 

(e) The association shall investigate claims brought against the association, 
adjust. compromise, settle, and pay covered claims to the extent of the association's 
obligation, and deny all other claims. The association may review settlements. 
releases. and judgments to which the impaired insurer or agent or its insureds were 
parties to determine the extent to which the settlements, releases. and judgments 
are contested. 

(Q The association shall pay claims in any order it may deem reasonable, 
including the payment of claims as they are received from the claimants or in groups 
or categories of claims. 

(g) The association shall establish, subject to the approval of the commissioner, 
procedures by which claims may be filed with the association and acceptable forms 
of proof of covered claims. Notice of claims to the receiver of the impaired insurer 
or agent shall be deemed notice to the association or its agent and a list of claims 
shall be periodically submitted to the association or similar organization in another 
state by the recei vcr. 

(h) The association may handle claims through its employees or through one 
or more insurers or other persons designated as servicing facilities. Designation of 
a servicing facility is subject to the approval of the commissioner. Designation as 
a servicing facility may be declined by a member insurer. The association shall 
reimburse each servicing facility for obligations of the association paid by the facility 
and for expenses incurred by the facility while handling claims on behalf of the 
association. [V.9tca an insmu 01 agent has been designated by the wmmissionu 
as impahed, the 1ecchu 01 wnscr vator, as the case may be, shall marshal all assets 
of the impai1ed insuiCI 01 agent, induding but not limited to those which ate 
designated as 01 that constitute teSCI ve assets offsetting ICSCIYe liabilities fm all 
liabilities failing within tire definition of"cuvetcd claim" as defiucd in this a1ticle. 
The teccivu 01 consct vatm shall apply ail of such assets to the paytttent of cuvued 
claims, but may utiHze funds 1tcehed fmm assessments in the payment ofcuvucd 
claims as pw;idcd by Section 7 of this at tide, pending mduly liquidation m 
disposition of such assets. Vlhc11 all canted claims have been paid 01 satisf1td by 
the ItWhtt 01 COiistt 9atm, a11y balance temaining fwm the liquidation 01 

disposition of such assets shall f11 st be applied in tepaymcnt of funds cxpttidcd fiom 
assessments and second in tepaymeut of funds dCihcd fwm guata11ty fees. Such 
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Itpaymcnts of funds expended fwm assessments shall be ucditcd as ICmaining 
balances and be Itfanded as pwvidcd in Section 9 of this at tide. 

{In addition to authmization to ma·ke actual payment ofcoveiCd claims, the 
rcccint 01 cunscnatm is specifically authmizcd: to utilize such matshallcd assets 
and funds duhcd fwm assessments f01 the pmposc of negotiating and 
coitSUJiliiialing conttacts of reinswanw or assumption of liabilities 01 conttacts of 
substitution to pwvidc fm outstanding liabilities of cove~cd claims. The 
commissionu shall not tcquirc the insmu that tcinsurcs 01 assumes the policies of 
the impaired insater 01 entus into an ag~ccmcnt to substitute itself in the place of 
the impaitcd insuter, to issue assumption wt tificatcs or othti Mitten Midcncc of 
such agreement to the policyholdCJ s of the iinpaitcd insutei, except to policyholdCis 
that have made a claim fin loss atising undu theit policy (issued by the impai1ed 
insUiei) before the date of such reinsurance~ assumption m substitution agreement. 
The commissionCJ &i:ta-11 tequire that the teinswance, assumption, ot substitution 
agiCcmcnt be filed as a public Ittmd with the State Board of lnswancc. The 
conunissionei shall apptove sudt agtrement unless, aftct public lJCat ing lJCid witltin 
36 days following sudt filing~ he detumines that such agtccmcnt docs not effectively 
pwtcct the policyholders of the insutets to give notice of such hearing to its 
policyholdcrs. Such notice shall be by publication, not less than sewn days in 
advance of the heaiing~ in a newspapct ofgcnetal citculatimt printed iu the State 
of Texas. No cause of action shall lie against the impaited insmu fin btcach of 
conhact 01 tefund of ptemium aftet the agreement has been apptovcd by the 
commissionn and the notice of heating bdVtc the connnissionCI sltall so advise the 
policyholdets of the impaired insuiti. 

[This mticlc shall not be construed to impose testtiction or limitation upon the 
authoiity granted 01 aathmized the cmmnissimre1, the cousm MtOI, ot the recehu 
elsewhcte in the Insmance Code and othet statutes of this state but shall be 
coiiSli ued aud authmized fvr use in conjunction with othu pm Lions of the 
htsmancc Code dealing witlt deliitqamtt} proceedings 01 tlueatencd insol vencics or 
supct9isions VI consu vatmships.] 

SECTION 1.14. Section 12(b), Article 9.48, Insurance Code, is amended to 
read as follows: 

(b) Notwithstanding any provision to the contrary, the association [ICttivCI VI 
wnsu vatm]~ for the purpose of avoiding undue hardship to a claimant, subject to 
the approval of the receivership court or the commissioner, as the case may be, may 
authorize payment of covered claims against an impaired agent without regard to 
the liability of any insurer or to coverage under any insurance policy. On payment, 
the association [t ecci vcr 01 consu vatm] is in all respects subrogated to the rights and 
claims of the claimant. 

SECTION 1.15. Section 14, Article 9.48, Insurance Code, is amended by 
Subsection to read as follows: 

Insurance Code, is amended to 
read as follows: 
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(3) The board shall advise and counsel with the commissioner upon 
matters relating to the solvency of insurers and agents. The commissioner shall call 
a meeting of the board when he determines that an insurer or agent is insolvent or 
impaired and may call a meeting of the board when he determines that a danger 
of insolvency or impairment of an insurer or agent exists. Such a meeting is not open 
to the public and only members of the board of directors, members of the State 
Board oflnsurance, the commissioner, and persons authorized by the commissioner 
shall attend such meetings. The board shall notify the commissioner of any 
information indicating that an insurer or agent may be unable or potentially unable 
to fulfill its contractual obligations and request a meeting with the commissioner. 
At such meetings the commissioner may divulge to the board any information in 
his possession and any records of the State Board of Insurance, including 
examination reports or preliminary reports from examiners relating to such insurer 
or agent. The commissioner may summon officers, directors, and employees of an 
insolvent or impaired insurer or agent, or an insurer or agent the commissioner 
considers to be in danger of insolvency or impairment, to appear before the board 
for conference or for the taking of testimony. Members of the board shall not reveal 
information received in such meetings to anyone unless authorized by the 
commissioner or the State Board of Insurance or when required as witness in court. 
Board members and all of these meetings shall be subject to the same standard of 
confidentiality as is imposed upon examiners under Article 1.18 of the Insurance 
Code, except that no bond shall be required of a board member. 

The board shall, upon request by the commissioner, attend hearings before the 
commissioner and meet with and advise the commissioner, the liquidator or 
conservator appointed by the commissioner, on matters relating to the affairs of an 
impaired insurer or agent and relating to action that may be taken by the 
commissioner, liquidator, or conservator to best protect the interests of persons 
holding covered claims against an impaired insurer or agent and relating to the 
[amount and timing ofpattial assessments and the] marshalling of assets [and-the 
ptoccssit&g and handling of covmed claims]. 

SECTION 1.17. Article 9.48, Insurance Code, is amended by amending 
Section 20 and adding Section 20A to read as follows: 

Sec. 20. APPEALS. (a) A member insurer may appeal any action or ruling 
of the association relating to an assessment made under this article to the 
commissioner. 

ili) Any action or ruling of the commissioner under this article may be 
appealed as provided in Article 1.04 of the Insurance Code, as amended. 
~ The liability of the appealing insurer for an assessment shall be suspended 

pending appeal by such insurer contesting the amount or legality of such 
assessment. 

(d) Venue in a suit against the association relating to any action or ruling of 
the association made under this article is in Travis County. The association is not 
required to give an appeal bond in an appeal of a cause of action arising under this 
article. 
----s<c. 20A. TAX EXEMPTION. The association is exempt from payment of 
all fees and all taxes levied by this state or any of its sutxiivisions except taxes levied 
on real or personal property. 

SECTION 1.18. Section 5(2)C, Article 9.48, Insurance Code, is repealed. 
SECTION 1.19. Section II, Article 9.48, Insurance Code, is repealed. 
SECTION 1.20. Article 21.28-C, Insurance Code, is amended to read as 

follows: 
Art. 21.28-C. PROPERTY AND CASUALTY INSURANCE 

GUARANTY ACT 
Sec. I. SHORT TITLE. This article shall be known as the Texas Property 

and Casualty Insurance Guaranty Act. 
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Sec. 2. PURPOSE. The purpose of this Act is to: 
(l) provide a mechanism for the payment of covered claims under 

certain insurance policies to avoid excessive delay in payment: 
(2) avoid financial loss to claimants or policyholders because of the 

impairment of an insurer; 
(3) assist in the detection and prevention of insurer insolvencies: and 
( 4) provide an association to assess the cost of that protection among 

insurers. 
Sec. 3. SCOPE. This Act aoolies to all kinds of direct insurance, but is not 

applicable to the following: 
(l) life, annuity, health, or disability insurance; 
(2) mortgage guaranty, financial guaranty, or other forms of insurance 

offering protection against investment risks; 
(3) fidelity or surety bonds, or any other bonding obligations; 
(4) credit insurance, vendors' single-interest insurance. collateral 

protection insurance, or any similar insurance protecting the interests of a creditor 
arising out of a creditor-debtor transaction; 

(5) insurance of warranties or service contracts; 
(6) title insurance; 
(7) ocean marine insurance; 
(8) any transaction or combination of transactions between a person, 

including an affiliate of such a person, and an insurer, including an affiliate of such 
an insurer, that involves the transfer of investment or credit risk unaccompanied 
by transfer of insurance risk; or 

(9) any insurance provided by or guaranteed by government. 
Sec. 4. CONSTRUCTION. This Act shall be liberally construed to effect the 

purooses under Section 2 of this Act, which will constitute an aid and guide to 
interpretation. 

Sec. 5. DEFINITIONS. In this Act: 
(1) "Account" means any one of the three accounts created under 

Section 6 of this Act. 
(2) "Affiliate" means a person who, directly or indirectly, through one 

or more intermediaries, controls, is controlled by, or is under common control with 
an impaired insurer on December 31 of the year next preceding the date the insurer 
becomes an impaired insurer. 

(3) "Association" means the Texas Property and Casualty Insurance 
Guaranty Association. 

(4) ''Board" means the board of directors of the association. 
(5) ''Claimant" means any insured making a first-party claim or any 

person instituting a liability claim. A person who is an affiliate of the impaired 
insurer may not be a claimant. 

(6) "Commissioner" means the commissioner of insurance. 
(7) "Control" means the possession, direct or indirect, of the power 

to direct or cause the direction of the management and policies of a person, whether 
through the ownership of voting securities, by contract other than a commercial 
contract for goods or non management services, or otherwise, unless the power is the 
result of an official position with or corporate office held by the person. Control is 
presumed to exist if any person, directly or indirectly, owns, controls, holds with 
the power to vote, or holds proxies representing 10 percent or more of the voting 
securities of any other person. This presumption may be rebutted by a showing that 
control does not exist in fact. 

(8) "Covered claim" means an unpaid claim of an insured or 
third-party liability claimant that arises out of and is within the coverage and not 
in excess of the applicable limits of an insurance policy to which this Act applies, 
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issued or assumed (whereby an assumption certificate is issued to the insured) by 
an insurer licensed to do business in this state, if that insurer becomes an impaired 
insurer and the third-party claimant or liability claimant or insured is a resident of 
this state at the time of the insured event, or the property from which the claim arises 
is permanently located in this state. "Covered claim" shall also include 75 percent 
of unearned remiums but in no event shall a covered claim for unearned 
premiums exceed $1,000. Individual covered claims shall be limited to 100,000, 
except that the association shall pay the full amount of any covered claim arising 
out of a workers' compensation policy. "Covered claim" shall not include any 
amount due any reinsurer. insurer, insurance pool, or underwriting association, as 
subrogation recoveries or otherwise. "Covered claim" shall not include 
supplementary payment obligations, including adjustment fees and expenses, 
attorney's fees and expenses, court costs, interest and penalties, and interest and 
bond premiums incurred prior to the determination that an insurer is an impaired 
insurer under this Act. "Covered claim" shall not include any punitive, exemplary. 
extracontractual. or bad-faith damages awarded in a court judgment against an 
insured or insurer. With respect to a covered claim for unearned premiums, both 
persons who were residents of this state at the time the policy was issued and persons 
who are residents of this state at the time the company is found to be an impaired 
insurer shall be considered to have covered claims under this Act. Where the 
impaired insurer has insufficient assets to pay the expenses of administering the 
receivership or conservatorship estate, that portion of the expenses of 
administration incurred in the processing and payment of claims against the estate 
shall also be a covered claim under this Act. 

(9) "Impaired insurer" means: 
(A) a member insurer that is placed in temporary or 

permanent receivership under an order of a court of competent jurisdiction based 
on a finding of insolvency and that has been designated an impaired insurer by the 
receiver; or 

(B) a member insurer placed in conservatorship after it 
has been determined by the receiver to be insolvent and that has been designated 
an impaired insurer by the receiver. 

( l 0) "Member insurer" means any person who: 
(A) writes any kind of insurance to which this Act 

applies under Section 3 of this Act, including the exchange of reciprocal or 
inter-insurance contracts; and 

(B) is licensed to transact insurance in this state. 
(11) "Net direct written premiums" means direct gross premiums 

written in this state on insurance policies to which this Act applies, less return 
premiums on those policies and dividends paid or credit to policyholders on that 
direct business. The term does not include premiums on contracts between insurers 
or reinsurers. 

(12) "Person" means any individual, corporation. partnership, 
association, or voluntary organization. 

Sec. 6. ASSOCIATION. The Texas Property and Casualty Insurance 
Guaranty Association is a nonprofit. unincorporated legal entity composed of all 
member insurers, who must be members of the association as a condition of their 
authority to transact insurance in this state. The association shall perform its 
functions under a plan of operation approved under Section 9 of this Act and shall 
exercise its powers through the board of directors. For purposes of administration 
and assessment, the association is divided into the workers• compensation insurance 
account, the automobile insurance account, and the account for all other lines of 
insurance to which this Act applies. 

Sec. 7. BOARD OF DIRECTORS. (a) The board of directors of the 
association is composed of nine persons who serve terms as established in the plan 
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of operation. Five members shall be selected by member insurers, subject to the 
approval ofthe commissioner. The remaining members shall be representatives of 
the general public appointed by the commissioner. Vacancies on the board shall be 
filled for the remaining period of the term by a majority vote of the remaining board 
members, subject to the approval of the commissioner. 

(b) In approving selections to the board, the commissioner shall consider 
whether all member insurers are fairly represented. 

(c) Members of the board of directors may be reimbursed from the assets of the 
association for expenses incurred by them as members of the board of directors. 

(d) A public representative may not be: 
(I) an officer. director. or employee of an insurance company, 

insurance agency. agent. broker. solicitor, adjuster, or any other business entity 
regulated by the Texas Department of Insurance; 

(2) a person required to register with the secretary of state under 
Chapter 305, Government Code; or 

(3) related to a person described· by Subdivision ( 1) or (2) of this 
subsection within the second degree of affinity or consanguinity. 

(e) Each member of the board of directors shall file a financial statement with 
the secretary of state in accordance with Sections 3 and 4, Chapter 421, Acts of the 
63rd Legislature, Regular Session, 1973 (Article 6252-9b, Vernon's Texas Civil 
Statutes). 

Sec. 8. POWERS AND DUTIES OF ASSOCIATION. (a) The association 
shall pay covered claims that exist before the designation of impairment arising 
within 30 days after the designation of impairment. or before the policy expiration 
date if less than 30 days after the designation of impairment, or before the insured 
replaces the policy or causes its cancellation, if the insured does so not later than 
the 30th day after the date of the designation. The obligation is satisfied by paying 
to the claimant the full amount of a covered claim for benefits. 

(b) The association is considered the insurer to the extent of its obligation on 
the covered claims and to that extent has all rights, duties, and obligations of the 
impaired insurer as if the insurer had not become impaired. 

(c) The association shall assess insurers amounts necessary to pay the 
obligations of the association under Subsection (a) of this section after an 
insolvency. the expenses of handling covered claims subsequent to an insolvency, 
and other expenses authorized by this Act. The assessments of each member insurer 
shall be in the proportion that the net direct written premiums of the member 
insurer for the calendar year preceding the assessment bears to the net direct written 
premiums of all member insurers for the calendar year preceding the assessment. 
Each member insurer shall be notified of the assessment not later than the 30th day 
before the date on which the assessment is due. A member insurer may not be 
assessed in any year an amount greater than two oercent of that member insurer's 
net direct written premiums for the calendar year preceding the assessment. If the 
maximum assessment. with the other assets of the association. does not provide in 
any one year an amount sufficient to make all necessary payments, the funds 
available shall be prorated, and the unpaid portion shall be paid as soon thereafter 
as funds become available. The association shall pay claims in any order it considers 
reasonable, including the payment of claims as they are received from the claimants 
or in groups or categories of claims. The association may exempt or defer. in whole 
or in part, the assessment of any member insurer if the assessment would cause the 
member insurer's financial statement to reflect amounts of capital or surplus less 
than the minimum amounts required for a certificate of authority by any 
jurisdiction in which the member insurer is authorized to transact insurance; 
provided, however, that during the period of deferment, dividends may not be paid 
to shareholders or policyholders. Deferred assessments shall be paid when the 
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payment will not reduce capital or surplus below required minimums. The 
payments shall be refunded to those companies receiving larger assessments by 
virtue of the deferment, or at the election of such a company, credited against future 
assessments. 

(d) The association shall investigate claims brought against the association and 
shall adjust. compromise, settle, and pay covered claims to the extent of the 
association's obligation and deny all other claims. The association may review 
settlements, releases. and judgments to which the impaired insurer or its insureds 
were parties to determine the extent to which those settlements. releases, and 
judgments may be properly contested. 

(e) The association shall give notice as the commissioner directs under Section 
I 0( c) of this Act. 

(Q The association shall handle claims through its employees or through one 
or more insurers or other persons designated as servicing facilities. Designation of 
a servicing facility is subject to the approval of the commissioner, but such a 
designation may be declined by a member insurer. 

(g) The association shall reimburse each servicing facility for obligations of the 
association paid by the facility and for expenses incurred by the facility while 
handling claims on behalf of the association and shall pay the other expenses of the 
association authorized by this Act. 

(h) The association may: 
(I) employ or retain persons as necessarv to handle claims and 

perform other duties of the association; 
(2) borrow funds necessary to implement this Act in accordance with 

the plan of operation; 
(3) sue or be sued; 
(4) negotiate and become a party to contracts as necessary to 

implement this Act; 
(5) perform other acts as necessary or proper to implement this Act; 

(6) refund to the member insurers in proportion to the contribution 
of each member insurer to the association that amount by which the assets of the 
association exceed the liabilities. if at the end of any calendar year the board of 
directors finds that the assets of the association exceed the liabilities of the 
association as estimated by the board of directors for the coming year. 

(i) If a member insurer is insolvent. the association shall provide the money, 
pledges, guarantees. or other means as are reasonably necessary to discharge the 
duties of that insurer and: 

(I) guarantee, assume, or reinsure, or cause to be guaranteed, 
assumed, or reinsured, the policies or contracts of that insurer; or 

(2) assure payment of the contractual obligations of that insurer. 
(j) The board of director.; may deposit all money collected by the association 

into the Texas Treasury Safekeeping Trust Company in accordance with procedures 
established by the state treasurer. The funds deposited shall be accounted for 
separately from all other funds by the state treasurer to the association. 

Sec. 9. PLAN OF OPERATION. (a) The association shall submit to the 
commissioner a plan of operation and any amendments necessary or suitable to 
ensure the fair, reasonable, and equitable administration of the association. The 
plan of operation and any amendments take effect on approval in writing by the 
commissioner. 

(b) If the association fails to submit suitable amendments to the plan, the 
commissioner, after notice and hearing, shall adopt reasonable rules as necessary 
or advisable to implement this Act. Those rules shall continue in force until 
modified by the commissioner or super.;eded by a plao submitted by the association 
and approved by the commissioner. 
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(c) All member insurers shall comply with the plan of operation. 
(d) The plan of operation must: 

441 

( 1) establish the procedures under which the powers and duties of the 
association are performed; 

(2) establish procedures for handling assets of the association; 
(3) establish the amount and method of reimbursing members of the 

board of directors; 
(4) establish procedures by which claims may be filed with the 

association; and 
(5) establish acceptable forms of proof of covered claims. 

(e) Notice of claims to the receiver of the impaired insurer constitutes notice 
to the association or its agent. A list of claims shall be submitted periodically to the 
association or similar organization in another state by the receiver. 

(Q The plan of operation must: 
(I) establish regular places and times for meetings of the board of 

directors; 
(2) establish procedures for records to be kept of all financial 

transactions of the association, its agents, and the board of directors; 
(3) provide that any member insurer aggrieved by any final action or 

decision of the association may appeal to the commissioner not later than the 30th 
day after the date of the action or decision; 

(4) establish the procedures under which selections for the board of 
directors arc submitted to the commissioner; and 

(5) contain additional provisions as necessary or proper for the 
execution of the powers and duties of the association. 

(g) The plan of operation may provide that any or all powers and duties of the 
association, except those under Section 8(c) and 8(h)(2) of this Act, are delegated 
by contract to a corporation, association, or other organi7..ation that performs or will 
perform functions similar to those of the association or its equivalent in two or more 
states. The corporation, association. or organization shall be reimbursed as a 
servicing facility would be reimbursed and shall be paid for the performance of any 
other functions of the association. A delegation under this subsection takes effect 
only with the approval of both the board of directors and the commissioner and may 
be made only to a corporation, association, or organi7.ation that extends protection 
not substantially less favorable and effective than that provided by this Act. A 
contract entered into under this subsection is subject to the performance standards 
imposed under Section 2(a), Article 21.28, of this code. 

Sec. 10. DUTIES AND POWERS OF COMMISSIONER. (a) The 
commissioner shall notify the association of the existence of an impaired insurer not 
later than three days after the commissioner receives notice of the designation of 
impairment. The association is entitled to a copy of any complaint seeking an order 
of liquidation with a finding of insolvency against a member company at the same 
time that the complaint is filed with a court of competent jurisdiction. 

(b) On request of the board of directors, the commissioner shall provide the 
association with a statement of the net direct written premiums of each member 
insurer. ------rcr The commissioner may require that the association notify the insureds of 
the impaired insurer and any other interested parties of the designation of 
impairment and of their rights under this Act. The notification shall be bv mail at 
the last known address, if available, but if sufficient information for notification by 
mail is not available. notice by publication in a newspaper of general circulation is 
sufficient. 

(d) The commissioner shall suspend or revoke, after notice and hearing, the 
certificate of authority to transact insurance in this state of any member insurer that 
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fails to pay an assessment when due or otherwise fails to comply with the plan of 
operation. As an alternative, the commissioner may assess a fine on any member 
insurer that fails to pay an assessment when due. The fine may not exceed the lesser 
of five percent of the unpaid assessment per month or $100 per month. 

(e) The commissioner may revoke the designation of any servicing facility if 
the commissioner finds that claims are being handled unsatisfactorily. 

(0 Any final action or order of the commissioner under this Act is subject to 
judicial review by a court of competent jurisdiction. 

(g) Venue in a suit against the association relating to any action or ruling of the 
association made under this Act is in Travis County. The association is not required 
to give an appeal bond in an appeal of a cause of action arising under this Act. 

Sec. 11. EFFECT OF PAID CLAIMS. (a) A person recovering under this Act 
is considered to have assigned the person's rights under the policy to the association 
to the extent of the person's recovery from the association. Each insured or claimant 
seeking the protection of this Act shall cooperate with the association to the same 
extent as that person would have been required to cooperate with the impaired 
insurer. The association does not have a cause of action against the insured of the 
impaired insurer for any sums it has paid out except those causes of action the 
impaired insurer would have had if the sums had been paid by the impaired insurer 
and except as provided in Subsection (b) of this section. In the case of an impaired 
insurer operating on a plan with assessment liability, payments of claims of the 
association do not reduce the liability of the insureds to the receiver or statutory 
successor for unpaid assessments. 

(b) The association is entitled to recover from the following persons the amount 
of any covered claim paid on behalf of that person under this Act: 

( 1) any insured whose net worth on December 31 of the year next 
preceding the date the insurer becomes an impaired insurer exceeds $50 million and 
whose liability obligations to other persons are satisfied in whole or in part by 
payments made under this Act; and 

(2) any person who is an affiliate of the impaired insurer and whose 
liability obligations to other persons are satisfied in whole or in part by payments 
made under this Act. 

(c) The receiver or statutory successor of an impaired insurer is bound by 
settlements of covered claims by the association or a similar organization in another 
state. The court having jurisdiction shall grant those claims priority equal to that 
which the claimant would have been entitled to in the absence of this Act against 
the assets of the impaired insurer. The expenses of the association or similar 
organization in handling claims shall be accorded the same priority as the receiver's 
expenses. 

(d) The association shall file periodically with the receiver of the impaired 
insurer statements of the covered claims paid by the association and estimates of 
anticipated claims on the association that shall preserve the rights of the association 
against the assets of the impaired insurer. 

Sec. 12. NONDUPLICA TION OF RECOVERY. (a) A person who has a 
claim against an insurer under any provision in an insurance policy other than a 
policy of an impaired insurer that is also a covered claim shall exhaust first the 
person's rights under the policy. Any amount payable on a covered claim under this 
Act shall be reduced by the amount of any recovery under the insurance policy. 

(b) A person who has a claim that may be recovered under more than one 
insurance guaranty association or its equivalent shall seek recovery first from the 
association of the place of residence of the insured. except that if it is a first-party 
claim for damage to property with a permanent location. the person shall seek 
recovery first from the association of the location of the property, and if it is a 
workers' compensation claim the person shall seek recovery first from the 
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association of the residence of the claimant. Any recovery under this Act shall be 
reduced by the amount of recovery from any other insurance guaranty association 
or its equivalent. 

Sec. 13. PREVENTION OF INSOLVENCIES. (a) To aid in the detection 
and prevention ofinsurer insolvencies, the board of directors, on majority vote. may 
make recommendations to the commissioner for the detection and prevention of 
insurer insolvencies and respond to requests by the commissioner to discuss and 
make recommendations regarding the status of any member insurer whose financial 
condition may be hazardous to policyholders or the public. Those 
recommendations are not public documents and are not subject to the open records 
law, Chapter 424, Acts of the 63rd Legislature, Regular Session, 1973 (Article 
6252-17a, Vernon's Texas Civil Statutes), 

(b) At the conclusion of any domestic insurer insolvency in which the 
association was obligated to pay covered claims, the board of directors may prepare 
a report on the history and causes of the insolvency, based on the information 
available to the association. and may submit the report to the commissioner. 

Sec. 14. EXAMINATION OF THE ASSOCIATION, The association shall 
be subject to examination and regulation by the commissioner. Not later than 
March 30 of each year, the board of directors shall submit a financial report for the 
preceding calendar year in a form approved by the commissioner. 

Sec. 15, TAX EXEMPTION. The association is exempt from payment of all 
fees and all taxes levied by this state or any of its subdivisions except taxes levied 
on real or personal property. 

Sec. 16. IMMUNITY. There is no liability on the part of, and no cause of 
action of any nature arises against. any member insurer, the association or its agents 
or employees. the board of directors, or the commissioner or the commissioner's 
representatives for any action taken or any failure to act in the performance of 
powers and duties under this Act. 

Sec, 17. STAY OF PROCEEDINGS. All proceedings in which an impaired 
insurer is a party or is obligated to defend a party in any court in this state shall be 
stayed for six months and any additional time thereafter as may be determined by 
the court from the date of the designation of impairment or an ancillary proceeding 
is instituted in the state. whichever is later, to permit proper defense by the 
association of all pending causes of action. As to any covered claims arising from 
a judgment under any decision, verdict, or finding based on the default of the 
impaired insurer or its failure to defend an insured, the association either on its own 
behalf or on behalf of the insured may apply to have the judgment, order. decision, 
verdict. or finding set aside by the same court or administrator that made the 
judgment, order, decision, verdict, or finding and shall be permitted to defend the 
claim on the merits. The receiver or statutory successor of an impaired insurer 
covered by this Act shall oermit access by the board or its authorized representative 
to records of the impaired insurer as are necessary for the board in canying out its 
functions under this Act with regard to covered claims. In addition, the receiver or 
statutory successor shall provide the board or its representative with copies of the 
records on request of the board and at the expense of the board. 

Sec, 18. ASSESSMENTS. (a) Ifthe commissioner determines that an insurer 
has become an impaired insurer. the association shall promptly estimate the 
amount of additional funds, by lines of business, needed to supplement the assets 
of the impaired insurer immediately available to the receiver for the purpose of 
making payment of all covered claims. The board shall make available from the 
account maintained by the association for each line of business funds sufficient to 
enable the receiver to carry out an efficient program of paying the covered claims 
of the impaired insurer. The board shall make additional funds available as the 
actual need arises for each impaired insurer. 
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Sec. 20. ACCOUNT!NG FOR AND REPAYMENT OF ASSESSMENTS. 
(a) On receipt from an insurer of payment of an assessment or partial assessment 
required by the commissioner under Section 18(b) of this Act, the association shall 
provide the insurer with a participation receipt, which shall create a liability against 
the account for the line or lines of business for which the assessment was made. 

(b) The account from which an advance is made to an impaired insurer for the 
payment of covered claims shall be regarded as a general creditor of the impaired 
insurer for the amount of funds so advanced; provided, however, that with reference 
to the remaining balance of any advances received by the receiver or conservator 
and not expended in payment of covered claims, the claim of the account has 
preference over other general creditors. The receiver or conservator of any impaired 
insurer shall adopt accounting procedures reflecting the expenditure and use of all 
funds received from the association and shall make a final report of the expenditure 
and use of such funds to the commissioner and to the association, which final report 
shall set forth the remaining balance, if any, from the moneys advanced. The 
receiver or conservator shall also make any interim reports concerning such 
accounting as may be required by the commissioner or requested by the association. 
On completion of the final report, the receiver or conservator shall, as soon 
thereafter as is practicable, refund by line of business the remaining balance of those 
advances to the accounts maintained by the association. 

(c) If the association at any time determines that there exist moneys in the 
account for any line of business in excess of those reasonably necessary for efficient 
future operation under the terms of this Act, it shall cause those excess moneys to 
be returned pro rata to the holders of any participation receipts on which there is 
a balance outstanding after deducting any credits taken against premium taxes as 
authorized in Section 21 of this Act, which receipts were issued for an assessment 
on the same line of business as that for which the excess moneys are found to exist. 
If after such a distribution the association finds that an excess amount still exists in 
the fund, or if there are no such participation receipts on which there is an 
outstanding balance. it shall cause the excess amount to be deposited with the state 
treasurer to the credit of the general revenue fund. 

Sec. 21. RECOGNITION OF ASSESSMENTS IN PREMIUM TAX 
OFFSET. One hundred percent of any assessment paid by an insurer under this Act 
shall be allowed to that insurer as a credit against its premium tax under Article 4.10 
of this code. The tax credit referred to in this section shall be allowed at a rate of 
10 percent ver year for 10 successive years following the date of assessment and, at 
the option of the insurer. may be taken over an additional number of years. The 
balance of any tax credit not claimed in a particular year may be reflected in the 
books and records of the insurer as an admitted asset of the insurer for all purposes, 
including exhibition in annual statements under Article 6.12 of this code. 

Sec. 22. RELEASE FROM RECEIVERSHIP. An impaired insurer placed in 
receivership for which advances have been made under the provisions of this Act 
shall not be authorized. on release from receivership. to issue new or renewal 
insurance policies until the impaired insurer has repaid in full to the association the 
funds advanced by it; provided. however. the commissioner may, on application of 
the association and after hearing, permit the issuance of new policies in accordance 
with a plan of operations by the released insurer for repayment of advances. The 
commissioner may. in approving the plan, place restrictions on the issuance of new 
or renewal policies as the commissioner considers necessary to the implementation 
ofthc plan. 

[Sec. 1. TITLE. This atticle shall be known and may be cited as the «Texas 
P:mputy and Casualty Insutanu Gaaianty Act." 

[Sec. 2. PURPOSE. This Act is fm the pmposcs and fmdings set forth in 
Section J ofAiticlc 21.28-A of the lnsuranu Code and in supplementation thcteto 
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by pwviding funds i11 addition to assets of impaiJCd inswczs fot the pwtcction of 
tl1t holdciS of !tcovctcd claims" as defined hczcin tlnough payment and tlnoagh 
conttacts of reinsurance VI assuiJtption of liabilities 01 of substitution 01 otlitt wise. 

[Soc. 3. SCOPE. This Act slmll apply to all kirtds of hiSurancc, includh•g 
wmkcts' wmpcnsation insmance, wtittcn by stock and mutual fire insmanu: 
companies, casualty iusmancc wmpanics and fire and casualty insmance 
companies licensed to do business in this State, and shall also indadc all kinds of 
insurance wtittcn by county mutual inswalltt companies, Lloyd's and tccipwcal 
exchanges licensed to do business in this State, bat shall not apply to insmance 
written by title insurance companies OJ title inswancc wtittcn by any iusutu, and 
shall not apply to mottgage gua~anty insutancc companies VI mmtgage gudianty 
i11smancc, nm to ocean marine insmancc, not to Ciedit insmance that insmes a 
lcndu against loss due to default by a bon ower in the 1cpayment of a loan sccwed 
by a second 01 juniOJ lien moJ tgage, 1101 to inswance that iusmcs a municipal bond 
holdCI against loss due to default of a political sabdhision in the repayment of a 
monidpa:l bond, nOJ to fidelity, smety, and gua1anty bonds, nm to home wananty 
insutancc, and shall not apply to Mexican casua:lty insutancc wmpanies or to 
policies ofinswancc issued by Mexican casualty insmancc wmpanics, and shaH not 
apply to uop insutallct rcinswcd by the Fcdenrl Crop htsutancc CmpOJation, to 
Hood insmance teinswed, gua13nteed 01 wnditiunally assumed by the Fcdeldl 
litsutditce AdministJation, to covuages issued by tisk tetentimJ g~oups, to financial 
guaranty OJ other forms ofinswancc offering pwtection against investment Iisks. 

[Sec. 4. CONSTRUCTION. This Act shall be libually construed to effect the 
put pose undcr Section 2 which sha:ll constitute an aid and guide to intuptetation. 

[Sec. 5. DERNITIONS. As used in this Act 
[(I) A. "State Boa1d ufhtsutauce" is the state board ofinsutancc of 

this state. 
[B. "Commissionu" IS the Comn1issionu of 

htsurance of this State. 
[(2) "Co~eiCd claim" is an unpaid claim of an insmed 01 third pm ty 

liability claimant which arises out of and is within the covctage and not in excess 
of the applicable limits of an insu1 ancc policy to which this Act applies, issued m 
assumed (wheiCby an assumption certificate is issued to the insuted) by an iusmu 
licCiistd to do business in tltis State, if such insure1 becomes an"impai1cd it&smu .. 
aftc1 the effective date of this Act and (a) the third party claimant OJ liability 
claimant OJ inswed is a nsidcnt of this State at the time of the insurcd bctil, OJ 

(b) the pwperty Hom wlridt the claim aliscs is permanently located in this State. 
"Coveted claim" sha:ll also include seventy-five pe:Iccnt (95%) of uucamed 
p1emiums but in no event shall a "covued claim" fm unwmed premiums exceed 
One Thousand DollaiS ($1,668). Individual "covered claims" shall be limited to 
One Jlandied Thousand Dollats ($ 108,866), except that the association shall pay 
the full amount of any "covCicd claim" adsing out of a wmkers' compensation 
policy. "CovCJed claim" sha:ll not include any amount due any rcinsutei, inswcr, 
insmance pool m undu writing association, as subJugation rcco veties 01 othtt wise. 
"Covued claim" sha:ll not include supplementary payment obligations, including 
butuot limited to adjustment fees and expenses, attomcys fees and cxpcuses, com t 
costs, iiituest and pciaalties, and intCiest and bond premiums, incuJJed prim to the 
determination that an inswet is an "impaiiCd inswu" under this Act. "Co;ered 
claim" shaH: not include any punitive, exemplary, exliaconttactual, OJ bad faith 
damages awarded in a wmtjudgmcnt against an insmed 01 inswe1. \Vith tespect 
to a "covued claim" fm uneamed piCmiums, both pet SOilS who wue Itsidents of 
this State at the time the policy was issued and pet sons wl1o me Jtsidents of this State 
at the time the company is found to be an uimpaiwd insUJ CJ" shail be wnsidetcd 
to have "coveted claims" undu this Act. 'Nhere the impaired inswer has 
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insufficient assets to pay the expenses of administt::ting the tcccin•ship 01 
cmtsct vatmsl1ip estate, tltat pm tion of the expenses of administration incmitd in 
the pwccssing and payment oF claims against the estate shaH aha be a "covCicd 
claim" andu this Act. 

[(3) "lnsmu" and .. mcmbti insmu" includes all stock and mutual 
fuc insmancc companies, casualty insutance companies and fnc and casualty 
insuaance companies licensed to do business in this State, and also includes all 
county mutual insmancc wmpanics, Lloyd's and tccip•ocal cxcl•angcs licensed to 
do business in this State, but shaH not include title insmancc companies, 11101 tgagc 
guamnty inswancc wmpanics 01 ·Mexican casualty insmancc companies. 

1(4) "Impaitcd inswet" is (a) a member htsUitt nhidt, after the 
dt\ ... «;:ti;;c date of this Act, is placed in rempmary or permanent receivership under 
an mdei of a cow t of competent jurisdiction based on a finding of insolvency, aird 
which has been designated an "impailcd h•surei" by the Commissionti, m (b) aftu 
the effecthe date of this Act, a mcmbu insmci placed in consc1 vatmship aftet it 
has been deemed by the CommissionCI to be insohent and whidr has been 
designated an "impaired insutCI" by the Commissionu. 

[(5) ··Payment of wvucd claims" is actual payment and aiso is 
utilization of funds duhed fwm assessments fm consuu11natioa of contracts of 
teinsutance oa assumption of liabilities or wnhacts of substitution to pwvidc fm 
liabilities fm covered claims. 

[(6) ''Net diitcl wtittcn p1cmiw•IS'' is tilt g:t oss amount of picmiums 
Iccei ted from policies ofinsu1ancc issued in this State to whiclr this Act applies, less 
Ictum p1cmiums and dividends paid or credited to policyholdetS. The tcnii docs 
not include picmiums fm indemnity Icinswance acuptcd fwm othu licensed 
inswers, and then shall be no deductions foi pwmiums fm indemnity rcinsmancc 
ceded to other insuters. 

[(7) "Lines of business" is policies of insmance falling within one of 
the tluee following categories. 

[t~·~·~·mk<mr'tQ_~~rn3tt'.~n·~~~ . wm tis~ :=:o~npcnsanon mswance. 
[2. AutomoJilc msmancc. 
[3. All othm insurance to which this Act applies. 

[(8) ··Association'" means the Texas Pmpci ty and Casualty htsutance 
Guaianty Association cteatcd unde1 Section 14 of this at tide. 

[(9) "Accow•t" It Jeans one of the fum accounts ucatcd undct Section 
14 of this atticle. 

[(I(}) "Boatd" 01 "boaid ofdircctors" means the boatd ofdhectois of 
the Texas Pwpci t] and Casualty hasmance Ouaidnly Association created under 
Sutiou 14 of this at tide. 

[lt(ii"I~)~"~\JOhr••a•uuttlhi<oniTizzcdcdcii•n's"ani•e•I""ciiTit"e"aniots>caa-pote1t'soontlrooorr-ini>ts•amoreorr-tHI'taott~lhiasas 
citgaged i11 activities piohibited by Section 3, AI tide 1.14-1 of this code. 

[(12) "Nonmembu of tl1e association" includes mortgage guatanty 
insmancc cmnpanies, htexican casualt) insurance cmupanics, tiSk tetention 
gtoups, and all pet sons and entities authmized to act as ageuts under this code 
including witlmut limitation managing genual ageitls, local tecmding agents, 
swplus liriCs agents, and agents subject to At tide 21.69 of this code wlto participated 
iii Ltallsactions imohing lines of insmance within the scope of this Act. 

[Sec. 6. TERM!l<ATION OF POLICIES. This Aa shall apply to comed 
claims existing piiOI to the ch:tcr mination that au insurer is an hnpahcd insmcr and 
to covned claims arising within thiitJ (36) days after the detcunination of 
impaitment, 01 bcf01e the policy cxpiiation date if less than tidiLY (38) days after 
tlae dctu mination ofimpaii ment, 01 btfoit the insmcd Itplaces the policy 01 effects 
its cancellation, if he does so within thhty (36) days of the dctemriuation of 
i mpaii I ncnt. 
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[Upon the dctcnnination by the Commissionu that an htsattt is an impahcd 
iHsutct, the conscnatm 01 ttcehea appointed under Article 21.28 01 Atticlc 
21.28-A of this code sha:l:l notify the inswcds of the impaired iusaJti of the 
detCI mination and of theit rights undu this Act. Such notifiwtion shall be by mail 
at each insmcd's addtcss as disclosed by the books and tecmds of the insutu but, 
if suftkicnt information fot notification by mail is not available, notice by 
publication in a newspapCJ of genual citcalation pdntcd in this State shall be 
suffkicnt. Such notifiCation may be wmbincd with notice ptmddcd undu 
Subsection (a) of Section 3 of At tide 21.28 of this code. 

[Sec. 7. ASSESSMENTS. (a} \VhentYtt the Commissioner detctttdttcs tltat 
an htsuaet has become an impaired inswe1 the •eccivu appointed in accmdance 
with Alticle 21.28 of the hlSutauce Codt:: 01 the consehatm appointed uncle• the 
authotity of A1ticle 21.28-A of the Inswance Code sha:ll pwmptly estimate the 
amount of additional funds, by lines of business, needed to supplement the assets 
of the impai1cd inswet immediately available tv the tccehcr 01 the conser watm for 
the pwpose of ma:k::ing payment of ail CVQCitd claims. The teceivu m cm1set Qatm 
shall advise the boilld ofdhectms of the association of such estimates, a11d tl•c boatd 
shall make available fwm the account maintained by the association fm each line 
of business funds sufficient to cmrble the Ieccivct 01 consenatot towny out an 
efficient p1og:tam of paying the co~eted claims of the impaitcd inswe•. The boatd 
shall make additional funds aMilable as the actual need therefoa wises fin each 
impahed inswtt. 

[(b) \Vhen the boa1d of ditectors shall dctenninc that additional funds a1c 
needed i•t a••Y of the tluee accounts, they sltall advise the CommissiOJICJ who shall 
make such assessments as may be needed to pwduce the ncussa• y funds. The 
Commissione• in dctumining the pwpmtionate amount to be paid by individual 
ittsUieiS uude1 an assessment shail take into considuation the lines of business 
wtitten by the impaiiCd insuiei and shall assess individuai insureiS in pwpm tion 
to the ratio that tlte total net dhect Wiitten premium collected in the State of Texas 
by the hisUiti fm such 01 lines of business bw1s to the total net direct wtitten 
premium wllectcd bj all insutus (except impaitcd inswets) in the State ofl'cxas 
fm such lines of business. The Commissionu shall dctennine the total net dhect 
Mitten premium of an indiQidual inswet and fm all insme1s in the state fwm the 
insmcrs' annual statements fin the yeat pieceding the assessment. Assessments 
undu this subsection duaing a caiendat yea• may be made up to, but not in excess 
of, two pet cent (2%) of each insuiCI's Iact ditect w1itten picmium fm the ptecedhag 
calenda1 yea1 in the lines of business f01 which the assessments ate being made. If 
tlw maximum assessment in any calendat yeat docs not piV~ide an amount 
sufficient f01 payment ofwvucd claims of impaired insuieis, assessments may be 
made in the next and successive calendai yea1s. 

[(c) It shall be the duty of each insuiCr to pay the amount of an assessment 
undu Subscctimt (b) of this scctima to Ute association witltin thitty (36) days after 
the Commissionct gives notice of the assessment. 

[(d) Assessments may be collected on behalf of the association by the 
conse1 Mtm m tccchei thmugh suits btought f01 that pmposc. Venue for such suits 
shall lie in Tzavis County, Texas. Eitlret patty to said action may appeal to the 
appellate comt haQingjwisdiction ovet said cause and said appea-l siiall be at once 
tctUI nable to said appellate comt haQingjurisdiction ovc• said cause and said action 
so appealed sltail haR p&ccedcna in said appellate cowl OQtt all causes of a 
different cltaJactei t)JCicin JX:ildi:Ug. Ncit)JCI the tectiQCI, the COIISCI vatOJ, HOI tJze 
association shcdl be requited to giQC an appccd bond in a11y wusc dlising hetcoHdtL 

[(c) InsmCis designated as impahed insme•s by the Commissimtei siiall be 
exempt flam assessment Hom and aftc1 the date of the designation and until the 
Commissionu dt:tumincs that the iiiSUICI is no longct an impaited insmu. 
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[(I) Funds advanced by the association undCI the pwvisions of this Act shall 
tiol become assets of the iinpaiitd iusater but slrall be deemed a special fund loaned 
to the ttccivu 01 the oonscrvatm fm payment ofcovucd claims, which loan shall 
be wpayable to the extent a93ilablc flam the funds of such impaitcd insuttt, as 
heiein ptmidcd. 

[(g) Income ftum the invcshntiJt of any of the funds of tlw association may be 
hansfuued to the adminisbative acwunt authmizcd in Section 14A(l) of this 
a• tide. The funds in this account may be used by the association fm the purpose 
ufn•eeting adminishati ve wsts and uthu gcnc1al expenses of the assuciatimt. Upon 
ItotifJCation by the association of tilt amount ofat•y additional funds needed fm tltc 
adminishativc account the Connnissionct shall assess mcmbet insmets to obtain 
the needed funds in the same man net as hueinbefmc set out, pwvided, that he shall 
take into wnside1ation the net dhect wtittcn p1emium collected in the State of 
Texas fm aU lines of business wvued by this ailicle, and pwvided fmthu that no 
assessment fm adminishati ve expenses incm Jed by a supe1 vism 01 COil SCI vatm 
appointed by the Commissionet VI a ICccivu appointed by a comt of competent 
jmisdiction fm a nomnetltber of the association ot uttauthorized insmu opuatitlg 
in this state sha:l:l exceed $1 ,eee,eee each ca:l:endat year. 

[Sec. 7A. PURPOSE OF ASSESSMENT. (a) The amounts pw•ided 
pw suant to assessments made undu this a1 tide ate in addition to the mat shaling 
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[(f) In mdu to avoid undue delay in the payment of emc•gcncy claims, the 
tOII:SCI vatm mrcccivu may contract with an insaiti licensed to do business in this 
State 01 any other qualified mganization fm the handling and adjustment of those 
ettttJgttiCJ claims. 

[(g) If an insolveut iatsmu is subsequciit1y zchcrbilitated, attJ amounts ad vanad 
by the association shall be repaid to the association by the insmEI m putsaant to 
any plan of tthabilitation. If an insolvent insmu is subsequently declaiCd an 
impai1ed immct, amounts advanced pmsuant to this section sh<tll be considucd 
asscsstnc•tts for wvCied clai1ns andu Section 7 and subject to tltc pta visions of this 
article; 

[S.Sc.,.c-. 1<8.-IP'fE~NHA<tL"'I'f"'\L' -FFA8eRR~FF.A"'lff-L+UH<RE>Fi-'F'fA8""'PP,A"''I'-/ --IA~S<SSFESS!S;nlf>of!ERl'V'H'P.S'i-.•A!r.~'fFI!fhotc 
Cummissione1 may suspend 01 wvokc, aftct notice and healing, the ceitificatc of 
authmity to tmnsact business in this State of any membti insmet who fails to pay 
an assessment when due, and the association shall pwmptly tepm t to the 
Commissionct a1ry such failute. A1ay itiSUICI whose cc1 tificatc of autlwiity to do 
business in this State is cancelled 01 sancndcted shall be liable fm auy unpaid 
assessments made prim to the date of such canccUation 01 sunendet. 

[B. As a11 aitunative to t11e penalty pta vidcd: by SubscctiOIJ A of this 
section, the Commissionumay levy a monctaty penalty on a membet htswu who 
fails to pay an assessment when due. The monetary fX!Ualts may not exceed five 
pCicent of the unpaid asstssineiit a I no nth and may not be less than $100 a month. 

[Sec. 9. ACC8UIHING F8R AND REPAYMENT 8F ASSESSMENTS. 
(a) Upon teceipt from an insutei of payment of an assessment 01 partial asscssincnt 
Itquhcd by tlw Conunissionci UitdCI Section 7(b) of this at tide, tl1c association shall 
piD9idc the insmu with a pat ticipation Icetipt which shall ueatc a liability against 
the acwunt fm the line ot lines of business fm which the assessment was made. 

[(b) The account flam which an advance is made to an impaiwd insmcr fm 
the payment ofC09Citd claims slldll be Iegatded as a genual creditor of the impaired 
insmu fvt the a1nount of funds so ad9anccd, ptovided, howcvu, that with Jcfcrcucc 
to the remaini11g balance of a11y advances tecei ved by the tecci vu 01 consti vatm 
and not expended in payment of"'covued claims" the claim of such account shall 
han pacfctence over othu gcnual cJcditms. 'fhc tecti9CI m consc1 vatm of any 
impaired insmu sh::dl adopt accounting pwadwcs ICfl:ccting the exJX!nditme and 
use of all funds •eccived fwm the association and shall make a fin::d ICpmt of the 
expenditure and usc of such funds to the Commissionu and to the association, 
which fmal 1cpmt shall set fmth the temainiag baiance, if any, fmm the moneys 
adYanced. The Icetivu m wnse1 Yatm shall aiso II take any intuirti tepmts 
wncCJ 11ing such accouJating as may be Icqaited by tilt Connnissionet 01 Icqucsted 
by the association. Upon complctim1 of the final 1cpm t, the recti'" 01 consct vatot 
shall, as soon thercaftCI as is piacticablc, refund by line of business the nmaiuing 
balance of such advances to the accounts maintained by the association. 

[(c) Should the association at any time determine that thue exist moneys in the 
account fm any line of business in excess of those tcasonably ncecssar y fm efficitJJt 

dcsigt&atcd: by the COJIIniissioner as an hnpai1ed insutei, t11e Jecci vct ot conset vatm, 
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as the case may be, shaH marshal all assets of the impaitcd insmu, including but 
IIUL limited to those wlcich arc designated as 01 that constitute rcsu vc assets 
offsetting rcsu vc li<rbilities fm ail liabiHtiw falling within tltc ddh•ition of "covered 
claitn" as dcfmed in this Act. The Jtccivcr 01 conscr~ator shall apply all vfsuclr 
assets to the payment of covered claims, but may utili;.c funds teethed fwm the 
association in tlac paymc1tt of claims, pending mduly liquidatimt 01 dispositiott of 
sudt assets. \Vhcu all cmucd daims have been paid 01 satisfied by the tcccivCI 01 
wnsct ~atot, any balance tcanaining f•on1 tl1c liquidation or disposition of saclt 
assets shall fust be applied in repayment of funds expended fwm those advanced 
by the associatiOJL Sacl1 tcpaymcnts shall be credited as tunaittiiJg balances atJd be 
tefunded as pwvided in Section 9 of this Act. 

[In addition to authorization to make actual pa) ment of W'ittcd claims, the 
Jeccivu 01 cmiSei vatOI is specifically authmized to utilize such mdlshallcd assets 

liquidation, tehabilitation VI consc1 vation by a coat t ofcOJttpctentjatisdiction shall 
be pwusscd and acted upon by the ICct:ivu 01 ancillary tcwhet in the same 
tnmn1u as othti claims as pioeidcd in A; tide 21.28 of the Inswancc Code a1td as 
otdcted by tilt wut tin which socii ttcti¥crship is pttlding, pto;ided, howe vet, that 
funds tctti¥td fmm the association shall be liable only fm the difference between 
the amoailt of the co¥ued claims appw~ed by the Itceivu and the amount of the 
assets matshallcd Uy the tecei¥et for payment to holdus of co¥eiCd claims, and 
piO¥idcd fmthe1, that in ancilldly tccciveiships in this State, funds IcteiRd fwm 
the association shall be liable only fm the diffetcncc between the amount of the 
covucd claims appwvcd by the ancillaty reccieu and the amount of assets 
lildtslldlled by tltC ttccivCis in uthct states fm application to payment of co;Cted 
claims within tl1is State. Such funds teccivcd flotll the association shall not be liable 
fm any amount o;u and abo we that appwved by the ttcein1 fo1 a covered claim, 
and any action bwught by the holdct of such WRJCd claim appealing fwm the 
Jeccivti's action shall r1ot increase the liability of such futJds, piovided, howevet, 
tltat the rcccivCI may, iu the discwtion of the tecei;ct, modify a rejection 01 
appwval of a covewd claim fot just cause at any time dming the pendency of the 
1eccivuship. The tettivu may usc funds tccehcd fwm the association to pay a 
patticuldl wvucd claim bcfme the tccein• has pwcessed all claims to detenninc 
which aJC cuve1cd claims. 

[If a couse1 vat01 is appointed to handle the affairs of an impai1cd insmc1 the 
consct ¥a tot shall dctenninc whcthu 01 not co qeJ ed claims should or wn be 
pwvidcd fot in whole 01 in pdlt by Jeinsmance, assumption 01 substitution. Upon 
determination by the conscnatm that actual payment ufwvued claims should be 
made the conscr valor shaft gi:vc notice of such dctct minatiun to claimants falling 
within the class of "wveted claims." The conscr vatm shall mail such notiu to the 
latest addJcss tdlcctcd in tlic recOids of the impaited insmCJ. If the ICtOids of the 
impailed insmu do uot teflcct the address of a claimant, the consc1 ¥atOJ may gi;c 
notice bj publication in a ucwspaper ofgcuCial circulation. Such 11oticc shall state 
tilt tirne within which tlit claiJtJanttiiUSt fdc his claim witl1 tlit wnse1 Qatm, wltich 
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time shall in no cvcnt be less than uincty (96} days fwm the date of the mailing 01 
publication of such notice. The cotlscr vatm may Icquitc, in whole 01 in part, that 
swum claim funns be filed and may acqaitc that additionai infm mation at evidence 
be filed as may be tcasonably IIcccssary fm tlzc coliSct vatot to dctct ntitlt the lcga:lity 
01 the amount due audtJ a coveted claim. Vihcn an impaitcd iusmu has been 
placed iu const::I ~atotship, the fm1ds tcccivcd fium the association shall be liable 
only fm the diffctcncc between the amount of the cuvciCd claim appaovcd by the 
censer vatm and the amount of assets marshalled by the conset ;atm for payment 
to holdus of cooucd claims. Any action bwught by the holdu of such cmucd 
claim against the impaited insatct shail not inCicasc the liability of such funds, 
pwvidcd, howcvct, that the consca vatm may ttvicw his action ;u "l-'l-''v¥;u5 a 

covucd claim and may fm just cause modify such appwval at any time doling the 
pendency of the conset v atm ship. 

[Upon dctCIInination by tl•c cOIISCI vatm that actual payn&CIIL of co vCicd clait&as 
slwuld be made 01 upon mdct of the comt to the ttccivcr to give notice fVI the filing 
of claims, any pusan who has a cause of action against an insmcd of the impahed 
insan• undu a liability insarance policy issued 01 assumed by such insarct shaiJ 
(if suclt cause of action IIICcts tl1c definition of "coveted clai1n") have the I ight to 
file a claiiii with the tcceivu 01 the wnsct vatm, tcgatdless of the fact that such claim 
may be contingent, and such claim may be appwvcd as a "covucd claim" (I) if it 
may be teasonably infcned fwm the pwuf presented upon such claim that such 
pet son would be abk to obtain a judgment upon sud1 cause of action against such 
insuted, and (2) if such pusan sha:ll famish suitable pwof that no fmthu valid 
claims agaittst such insmu ruising oat of his cause of action otlltt than those aheady 
presented can be made, and (3) if the tota:lliability of such iliSUICI to all claimants 
atising oat of the same act of its inswcd shaillx: no g1tatm than its totai liability 
would be wetc it not in liquidation, tehabilitation va consct vation. In the 
prouedi1tgs of considering "coveicd claims" no judgment against an iusuted taken 
after the date of the commencement of the dclinqueilcy pmccedings 01 the 
appoiaJtttiCitt of a conser valor siMII be considettd as evidCJttc of liability, VI of Lite: 
amount of damages, and 110 judgment against au inswcd taken by dcfau'at 01 by 
collusion ptim to the wmmenccment of the delinquency proceedings 01 the 
appointment of a w•rsei vatm shall be cmtsidetcd as conclusi;e evidutce eithu (I) 
of the liability of saclr inswed to such ptiSOII upon such cause of action, 01 (2) of 
the amount of damages to which sudt pet son is therein entitled. 

[The aceeptance ofpajment flam the tcccivu or con5CJ vat01 by the holdu of 
a COYCied claim 01 the acceptance of the benefits of conhacts negotiated by the 
ru:civea 01 wnse1 Yatot pJovidirtg fm tcinswancc ot assumption of liabilities m fm 
substitution shall constitute an assignment to the impaitcd insutct of any cause of 
action ot eight oftlte twldet of such co~ucd claim arising flOUt tire aceutrence upon 
which the coveted claim is based. Such assignment shall be to the extent of the 
amount accepted 01 the vaiue of the benefits pw;ided by such conbacts of 
rcinsatancc 01 assumption of liabilities 01 substitution. 

[Sec. 12. NONDUPLICAT!ON Of RECO'iERY. Alii peiSon lld<ing a 
claim against an insurer undCI any proYision in an insmance policy othCI than a 
policy of an impaired i11smu, which is also a wvettd daim, shall be Jtquired to 
exhaust fiiSt his 1.ight andet such policy. The amount of au appmnd claim undo 
this Act shall be I educed by the policy limits of 01 amount paid undm such 
inswancc policy, whichc;;et amoattt is gtcatu. 'i·Vlteit a claimant exhausts Jtis right 
andu a policy othCJ than a policy of an impaited insmc1, the insutct issuing that 
policy is not catitkd to sac or continue a suit against the insmed of the impaired 
insaiCt to tecovet anj amount paid the claimant undet that policy. 

[Any tccovuy undu this Act shall be reduced by the amount oftcwvery undu 
any othe1 inswance gaaldnty act, 01 its equivalent, in any othc• state. Any pel SOil 
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having a covCicd claim who is a resident of anothcz state shall not be entitled to 
payrnent undu this Act unless and until he fur nisl1ts adequate swmn pi oaf t11at he 
has exhausted any and <tll tights oftecuvczy that he has in his state uficsidcncc and 
the state of ICsidencc of the insmed: under any insatancc gaatanty act 01 its 
equivalent, pmvidcd, huwocr, that any nomcsident holdCI of a wvCicd claim fm 
damage to pmpu ty with a pennanent location in this State shall be entitled to 
payment of the co;:cted claim without fast having exhausted his right oftccovery 
in his stare of Jcsidcnce. 

[Sec. 13. RELEASE FROM CONSERVATORSIIIP OR RECEIVERSIIIP. 
An impaited htsmct placed in consenatmship 01 tccehership for which advances 
have been made undu the pwvisions of this Act shall not be authmizcd, upon 
zclcasc flam consu vatVIship 01 teceivuship, to issue new m wnewal insmance 
policies Uitlil such time as the impai1ed inswCJ has tcpaid in full to the association 
the funds advanud by it, pwvided, howou, the Connuissionet may, upon 
application of the assuciatiOit and after hcdling; pet 111it the issuance of ttcw policies 
in accVIdantt with a plan of opeldtions by the 1cleased iuswu for repayment of 
advanus. The CommissionCI may, in appmving such plan, place such JCshictions 
upon the issuana or new 01 ItlltMd policies as he deems naessaJ y to the 
impiCitttittation of the plan. 

[Sec. 14. AD'fiSORY ASSOCIATION. A. Cwation of the Association. (I) 
There is hewby ucatcd a nonpwfit legal entity to be known as the Texas Pwputy 
and Casualty Inswantt Gamanty Association. All membu htsuiCts shall be and 
temain membeiS of the association as a condition ptecedent to theh aathmity to 
hansact insmanu in this State. The association shall pCJ fonn its functions undct 
the plan of opuation established and appwvcd as set out below and shall cxetcisc 
its powers tlnuogit aboatd ofdirectOis established as set out below. Fm the purposes 
of administration and assessment, the boa1d shall establish four accounts. 

[(a) tiic adtniuishativc accoottl, 
[(b) the wOikCis' wmpcnsation acwunt, 
[(c) the automobile account, and 
[(d) the other lines of inswancc account. 

[(2) The association shall come undc1 the immediate supcl\lision of 
the ConnnissioHCI and shall be subject to the applicable ptov.isions of the insmancc 
laws of this State. 

[B. Boatd ofDitcctots. (I) The association shall exercise its powtts tlnoagit 
a boa1d of directms consisting of nine (9) pet sons, five (5) of whom shall be 
appointed fwm employus 01 offlccts of the membet itiSUJCis and who shall be 
chuseu to give fait tcprescntation to allmembet insme1s giving due consideration 
to the 9atious categmies ofptenJium inwmc, geogtapllicallocation, and scgntcnts 
of the indushy ICptescnted in Texas. The wmaining mcmbus shall be 
tep•esctitativcs of the geitCittl public. Membus of the board slldll be appointed by 
the State Board ofhtsmatlcc to sene ORtlappiug tlnee-ycar tenus, with the terms 
of tlncc of the membcts expiting each yca1. All ditcdms shaH sene until their 
successots a1 e appointed, except tliat itt the case ofatij vacancy, the unexpiicd let 111 

of office shall be f11lcd by the appointment of a dilectm by the State Boatd of 
lnsmancc. If any dhectm aascs to be an officct 01 employee of a mcmbc1 inswer 
dwi•tg the term of offiCe, that office bccouiCs 9acant until a successut is appoiiiLcd. 
All dhectms shall be eligible to succeed thcmscl9eS in ofikc. A pub~ic representative 
may not be. 

[(I) an officct, diJectOI, 01 employee of an insmantt 
company, insmallcc agency, agent, bwke1, solicitm, adjustct, 01 any othCJ business 
entity ttgolated by the State Board of Insmance, 

[(2) a pusan rcqaind to tq;istci with the scciCtaty of 
state under Chaptci 305, Govcmment Code, 01 
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[(3' a elated to a pusan desuibed by Subdivision (1) oa 
{2) of this subsection within the second dcgza of affmity 01 wnsangainity. 

[(2) Directors shall not receive any rcmanCLation ot emolument of 
office, but they slaall tx: entitled to itimbmscmcnt fot their actual expenses incwtcd 
in petfouning their duties as directms. 

[(3) Each ctiiCctor of the association shail file a financial statement 
with the scuctary of state in accmdance with Sections 3 and 4, Chaptu 421, Acts 
of the 63td Lcgislatwc, Rcgulat Session, 1993 (At tide 6252-9b, ¥cmon's Texas 
Chil Statutes). 

[C. Powers and Duties of Association. In addition to the powcas and duties 
cnunittatcd in uthct sections of this at tide, the association. 

[(I) May ttndCI assistar1cc and ad 9ite to the Connnissiorltt, upon his 
request, concu ning rehabilitation, payment of claims, continuations of covuage, 
01 the pc1fmmance ofothea conLiactual obligations of any impaired iusurea, 

[(2) Shall have the standing to appeal befoae any cou1t iu this State 
with judsdiction ove1 an impaited inswea conccming which the association is 01 
may beeowe obligated undu this Act, 

((3) May entei into such conhacts as aae 11ecessaty 01 pwpu, 
including the powu to bon ow money, to cany out the pwvisions and puaposcs of 
this at tide, 

[(4) May sue 01 be sued, including taking any legal actions uecessa1 y 
VI pwpu f01 ICWVCIY of any unpaid assessments, 

[(5) May employ VI actain such pea sons as aae neccssa1y to handle the 
financial uansactions of the association, and to pofutm such othu functions as 
become ncccssat y 01 pwpu undet this Act, 

[(6) fvfay negotiate and wnttact with any liquidatm, tehabilitatm, 
consct vatoa, aecei vu, VI ancillaty teceivet to catty out the powea sand duties of the 
association, and 

[(7) May take suda legal action as may be 11ecessaiy to avoid the 
payment of iaa1paopu claims. 

[D. Plan of Opuation. (l)(i} The association shail submit to the 
Connnissionea a plan of opuation and auy amendmeut theacto neccssaay 01 
suitable tv asswe the fait, tcasonablc, and equitable adminisliation of the 
associatiou. The plan of opCtation and any amendments theacto shall become 
effective upon appiOMI in wtiting by the Commissione1. 

[(b) If the association fails to submit a suitable plan of 
opeaation within one hundted and eigitty (188) days following the effective date of 
this Act, m if at any time tbeaeaft:u the association fails to submit suitable 
amendments to the plan, the Commissionet may, aftCI notice and hedling, adopt 
and ptomalgatc such reasonable roles as are necessary or advisa'ule to effectuate the 
piOQisions of this Act. Such mlcs shall continue in furcc until modified by the 
Commissionu ot supcaseded by a plan submitted by the association and appwvcd 
by the Commissioner. 

[(2) All member iusutus shall comply with the plan of opuation. 
[(3) The piau of opCiatioll shall, in addition to Jeqoinments 

cnumetatcd elsewhete in this Act. 
[(a) establish pmcedures fm handling the assets of the 

association, 
[~b) cstabljsh the amount and method of rein1batsi1tg 

members of the bodld of ditectoiS unde1 this section, 
[(c) establish ICgulaa places and times fm meetings of 

the boat d of dir ectm s, 
[(d) establish pwudwcs fVI ttWids to be kept of all 

fmaneial ttansactions of the association, its agents and the boatd of ditectoas, 
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((c) establish any additionai procedures fm asscssttwtats 
under Section 7 of this at tide, and 

[ll(fn~c,o•InJ•taaritni-a-"d"d~i•t•io.nii'a~l-pnTIOO"'"i•s•io•InJ<s-ntt•c<c•e•s•s•aTJ•)-roni-rpniTOnp'tni 

fm the execution of the pow us and duties of the association. 
[E. Pw;clltiou of lnsoheucies and hnpaiuncnts and Administtation of 

Estates. To aid in the detection and ptcvcntion of insmcr insohcucics and 
ir1tpai1 n1tnts and in the administtation oftcccivusliip and WI I SCI vatmship estates. 

[(1) The boatd of dhcctms shall notify the Commissioner of any 
infounation indicating any membCJ, unauthmiud insatu, 01 nonmcmbe1 of the 
association may be unable 01 potentially unable to fulfill its conLtacts, policies, 01 

tVIIltactual obligations and may tcqucst apptoptiatc itt Ytstigatioat aatd action by the 
Commissiolltt who may, in his discwtion, make such inRstigation and take such 
action as he deems appwpdatc. In canying out irs duties undu this Act aud on 
written acquest by the Cummissionet, the boaad of directoiS shall authmize 
exptlidituae of funds ftom the adminishative accouaat fm Itasoaurblc and neussaty 
adminishati ve expenses incurted by a supet vism 01 conset vatm appoi11ted by tilt 

Comnaissionu 01 a Iccti Yti appointed by a coatt of conapctcnt jut isdictioa1 f01 a 
nmuncmbu of the asSOtiation 01 unauthmizcd jnsmCJ opoating in this state in 
those instances in which the Commissionea has IIOtified the boatd of diwct01s 01 
the boa•d of dhcctms has othea wise become awa•c that. 

[(a) the nonmembu of the association 01 unauthodzcd 
insutct has insuff1cicnt liquid assets to pay the exlKIISCS of administuiug the 
•ecciveiShip ot conservatmship of the IIVnmcmbet of the association VI 

UiidULIIOi izcd iJISUiet, 
[(b) insufficient funds ate available fwm abandoned 

[Funds spent by the association undet tl1is pio~ision slldll not become 
assets of the nonmembu of the association at unauthmizcd: iusurCI but aae 
consideJCd a special fund loaned to the •cceher 01 the consenat01 f01 payment of 
adminishati•e expenses, which loan is Itpayablc to the extent available from the 
funds of the nomJJetnbea of the association w unauth01izcd itiSUJCI. 

1(2) The boatd of ditcctors shall advise and counsel with the 
Comtnissionct upon mattus tdatitig to tiJC solvency ofinswets. The Commissioutl 
shall call a IJtcetiug of the borud of ditcctot s when lac dctet mines that an inswct is 
insolvent 01 impaitcd and may calf a meeting of the boa1d of Jitcctots when he 
detctmincs tlmt a dangu of iiiSolvcncy ot impairment of an iJJSUiei exists. Such 
mceti1tgs shaH not be open to the public and only merJJbtts of the boa1d ofdiacctoJ s, 
members of the State Boa1d of Insurance, the Commissionct, and pctsons 
auth01ized by the CommissioueJ shall attend such meetings. T11e boa•d ofditectOIS 
shall JJOtify the Commissionet of airy infortnation indicating that a11 itiSUitJ n1ay 
be unable 01 potentially unable to fulfill its contaactual obligations and nqucst a 
tncctiiJg witlr tilt Commissioner. At soda meetings tilt ContmissionCI may divulge 
to the boatd ofdiiectots any infmmation in his possession and any tecmds of the 
State Bomd of liisuJance, including examination 1cpmts 01 pwlimhtaty np01ts 
fwm examinus relating to such insaiCt. The Connnissionu may su11nnon offi:cets, 
Jiaectots, and employees of an insolvent ot impaitcd insuac1 (01 an inswet the 
CommissioueJ cunsidezs to be in dangCJ vf insohency 01 impaiunent) to ap)X3J 
bcfurc the borud ofditectots fm wiafctencc 01 fvr the taking oftcstiinoaJy. MeiJibtts 
of the boatd ofditettOis slJall not aeveal infmmation teuived in socii mcctiitgs to 
anyone unless authmizcd by the Commissioner 01 the State Borud of htsmaiicc 01 

when tequhed as witness in cow t. Boa1d mcmbets and all of such meetings and 
pwceedings undet this section shall be subject to the same standatd of 
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confidentiality as is imposed upon cxaminus undCI Atticlc 1.18 of the Inswancc 
Code, as amended, except that no bond shail be wquhcd of a boatd mcrnbCJ. 

[The bum d of dh cctOI s shall, upon wqucst by the CunnnissionCI, 
attend hcadngs bef01t the Conunissionct and meet with and advise the 
Comtttissionu, liquidatm, 01 conset Q&tOI appointed by the COIJIJJJissionCI, on 
mattets a elating to the affahs ofan hnpaired inswc1 and tclatiag to aeHon that maj 
be taken by the Connnissionct, liqaidatot, oJ wnscnatOI appointed by the 
Commissionct to best pwtcct the intucsts of pet sons holding wvucd conbactual 
obligations against an impai•cd insmu and I elating to the amount and timing of 
pat tial assessments and the ma•shailing of assets aud the pwccssing and handling 
of LVII h actual obligations. 

[f('l3-l)"'ffth•e,-tb•o•~mdl-to>ifF-ndliiincocctho>Ir.s.-rnni>anjrrHni>a>k"e,.IttTp•onirtl>sca>nurdf-Ttcee,oo•tnnoinn•c•Inocla:btt;tiitonrosts 
to the Commissionti upon any mattu geunane to the sohcncy, liquidation, 
tehabilitatimt, 01 consc1 vation of any meanbct insme1. Suclt acpmts and 
tewmmendations shall not be wnsidetcd public documents. Rcpmts 01 
IttOHIIIJtJidations made by Ute boatd ofditcctms to the CummissiOJICJ, liquidatm, 
at consm Mtm shail not be considucd public documents, and thetc shaH be no 
liability on the pail of and no cause of action against a member of the boa1d of 
diJCctms or the boatd of dilcctms f01 any Icpmt, indhiduai tcpmt, 
ICC01IliliCIIdation, 01 indi~iduaf ICCOillilleUdatiOII by the boa1d of diittlOIS 01 
membciS to the Connnissionu, liquidatm, ot wnsc1 ~atm. 

[(4) The boa1d of di•cctoas may make tccummeBdatiolls to the 
Commissioner f01 the detection aitd pte~ention of Jne•nbcr insuret impai1 •ncnts. 

[(5) The borud of ditcctms shall, at the cvnclasion of any mcmbct 
iiiSUict impait mcttt iu which the association cat tied out its duties undCI this at tide 
or exuciscd any of its pow Cis undu this ar tide, picpate a r cpm t on the histm y and 
causes of such impaiunent, based on the infounation aMil<tblc to the association, 
and submit a 1ep01 ton same to the Commissiune1. 

[(6) Any insmu that has an offi:cet, dircctm, 01 employee st1ving as 
a tncnrbu of the bodld ofditcctms sliail 110t lose the 1ight to negotiate fot a11d entci 

anattidcd. 
[SSeerc:c-. +I 5oS .---fRHE:tC~Ole'Giltlll<ll'f'f'HIO~t~< -BOf'F--t<AS:SS!liE:5SiSS!IIMFEE;t.NA'f'SSc-fllt~< --f"PRR:EEIIM.If1IU:111M•I---'l'f'71Ar*X 

OFTSET. One ltaJtdtcd puccttt (160%) of any asscssntCIIt paid by a11 insmet UJJdcr 
this Act shall be allowed to such insmct as a credit against its pacmium tax undct 
Article 4.10 of this code. The tax credit 1tfencd to hCicin shall be allowed at a tate 
of ten pciCent (16%) pe1 ycat fm ten (10) successhe ywrs following the date of 
asscssmcJtt and at the option of the insmcr may he taken V9CI an additionalnum'oet 
ofyems, and the balance of any tax ctcdit not claimed in a paiLiculat yeat may be 
&eflectcd in the books and tccmds of the iuswc1 as an admitted asset of the iitSUJCt 
fm all put poses, iucluding exhibition in annual statements pm suant to AI tide 6.12 
of this Code. 

[Sec. 16. IMMUNITY. ThciC shall be no liability 011 the pal t of and 110 cause 
ofactimt of any nature slra:ll a1isc against any membti insmu of the association or 
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neccssa:IJ to cans out the vaiious pwposcs and pwYisious of this Act, and in 
aug•ncntation thcacof. 

[Sec. l1a. AD'>'ERTJSING PROIIIBITED. It shall be unlawful fm any 
insmctitqaitcd to paiticipatc jnthc association to ad ... utisc 01 usc in any mam1t1 

PRACTICES. (1) In any lawsuit btoaght by a wnsctMLOI 01 tttti9EI of an impai1cd 

insmcr for the pmposc of Jcconring assets of the impai1cd insUiti, the fact that 
claims against the impaited iusurCI lta;c been 01 will be paid andct the pwdsions 
of this a1 tide shall I lOt be adtrrissiblc f01 any pmposcs and shall not be placed bcfVIt 
any jmy cithct by uidcnce ot aigamcnr. 

[(2) The usc in any mannCI of the pwtection atfmdcd by this atticlc 
by dlty PCISOII i11 tlit sale of insurance shall constitute at•faii contpctition and unfah 
practices undct Article 21.21 of the Inswancc Code, as amended, and shail be 
subject to the provisions thueof. 

[Sec. 26. CONTROL OVER CONFLICTS. The provisions of this Act and 
tlJC powcts and functions authmizcd by this Act a1c to be exuciscd to the end that 
its purposes ate accomplished. This Act is cumulative of existing laws, but in the 
evttlt ofwnflict between this Act and vtlitt law tclating to the subject mallet of t11is 
Act 01 its application, the ptouisi01ts of tl1is Act shall conttol, except At tides 21.28 
and 21.28-A of this codt always ptevail met the pwvisious of this Act. 

[Sec. Z I. UNCONS'fl'fU'fiONAL APPLICATION PROIIIBI'fED. 'fhis 
Act and law docs not applj to any iusu1t1 ot othCJ pezson to whom, undu the 
C011stitution of the United States 01 the Constitutima of the State of Texas, it wtanot 
validly apply. 

[Sec. 22. SEVERANCE CLAUSE. If any pi09ision of this Act 01 the 
application thereof to any pet son 01 citcumstancc is held invalid by any wur t of 
competent jutisdiction, such invalidity shall not affixt othu prmisions m 
applications u; the Act which w12 be given effect without the invalid piDllision 01 
application, and to this end tilt pi ovisions of this Act ate declared to be scvctablc.] 

SECTION 1.21. Article 21.28-D, Insurance Code, is amended to read as 
follows: 

Art. 21.28-D. LIFE, ACCIDENT, HEALTH, AND HOSPITAL SERVICE 
INSURANCE GUARANTY ASSOCIATION 

Sec. l. SHORT TITLE. This Act shall be known and may be cited as the 
Life, Accident, Health, and Hospital Service Insurance Guaranty Association Act. 

Sec. 2. PURPOSE. The purpose of this Act is to protect, subject to certain 
limitations, the persons specified in Section 3(a) of this Act against failure in the 
performance of contractual obligations. under life and health insurance policies and 
annuity contracts specified in Section 3(b) of this Act. because of the imooirment 
or insolvency of the member insurer that issued the policies or contracts. To provide 
this protection, an association of insurers is created to pay benefits and to continue 
coverages as limited herein, and members of the association arc subject to 
assessment to provide funds to carry out the purpose of this Act. 

Sec. 3. COVERAGE AND LIMITATIONS. (a) This Act provides coverage 
for a policy or contract specified in Subsection (b) of this section to: 
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(I) a person, other than a nonresident certificate holder under a group 
policy or contract, who is the beneficiary, assignee. or payee of a person covered 
under Paragraph (2) of this subsection; and 

(2) a person who is an owner of or certificate holder under the policy 
or contract; or, in the case of an unallocated annuity contract, to the person who 
is the contract holder, and who: 

(A) is a resident; or 
(B) is not a resident, but only if: 

(i) the insurers that issued the policies or 
contracts are domiciled in this state; 

(ii) the insurers never held a license or 
certificate of authority in the states in which the persons reside; 

(iii) the states have associations similar to 
the association created by this Act; and 

(iv) the person is not eligible for coverage 
by the associations. 

(b) This Act provides coverage to the persons specified in Subsection (a) of this 
section for direct. non-group life. heaJth, accident. annuity, and supplemental 
policies or contracts, for certificates under direct group policies and contracts, group 
hospital service contracts, and for unallocated annuity contracts issued by member 
insurers, except as limited bv this Act. This Act also provides coverage for all other 
insurance coverages written by mutual assessment corporations. local mutual aid 
associations. statewide mutual assessment companies, and stipulated premium 
companies licensed to do business in this state. Annuity contracts and certificates 
under group annuity contracts include guaranteed investment contracts, deposit 
administration contracts, unallocated funding agreements, allocated funding 
agreements, structured settlement agreements, lottery contracts, and any immediate 
or deferred annuity contracts. 

(c) This Act does not provide coverage for: 
(I) a portion of a policy or contract not guaranteed by the insurer, or 

under which the risk is borne by the policy or contract holder; 
(2) a policy or contract of reinsurance. unless assumption certificates 

have been issued; 
(3) a portion of a policy or contract to the extent that the rate of 

interest on which it is based: 
(A) averaged over the period of four years before the 

date on which the association becomes obligated with respect to the policy or 
contract, exceeds a rate of interest determined by subtracting two percentage points 
from Moody's Corporate Bond Yield Average averaged for that same four-year 
period or for a lesser period if the policy or contract was issued less than four years 
before the association became obligated; and 

(B) on and after the date on which the association 
becomes obligated with respect to the policy or contract. exceeds the rate of interest 
determined by subtracting three percentage points from Moody's Corporate Bond 
Yield Average as most recently available; 

(4) a plan or program of an employer. association, or similar entity 
to provide life. health, or annuity benefits to its employees or members to the extent 
that the plan or program is self-funded or uninsured, including but not limited to 
benefits payable by an employer. association, or similar entity under: 

(A) a multiple employer welfare arrangement as defined 
by the Employee Retirement Income Security Act of 1974 (29 U.S.C. Section 1 002); 

(B) a minimum premium group insurance plan; 
(C) a stop-loss group insurance plan; or 
(D) an administrative services-only contract; 
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(5) a portion of a policy or contract, to the extent that it provides 
dividends or experience rating credits, or provides that fees or allowances be paid 
to any person, including the policy or contract holder, in connection with the service 
to or administration of the policy or contract; 

(6) a policy or contract issued in this state by a member insurer at a 
time when it was not licensed to issue the policy or contract in this state; 

(7) an unallocated annuity contract issued to an employee benefit plan 
protected under the federal Pension Benefit Guaranty Corporation; and 

(8) a portion of an unallocated annuity contract that is not issued to 
or in connection with a specific employee. benefit plan for a union or association 
of natural persons. or a government lottery. 

(d) The benefits for which the association may become liable may not exceed 
the contractual obligations for which the insurer is liable or would have been liable 
if it were not an impaired or insolvent insurer. 

Sec. 4. CONSTRUCTION. This Act shall be liberally construed to effect the 
purpose under Section 2 of this Act. Section 2 of this Act shalt be used as an aid 
and guide to interpretation. 

Sec. 5. DEFINITIONS. As used in this Act: 
( 1) "Account"' means either of the two accounts created under Section 

6 of this Act. 
(2) "Association" means the Life, Accident, Health, and Hospital 

Service Insurance Guaranty Association created under Section 6 of this Act. 
(3) .. Contractual obligation" means an obligation under a policy or 

contract or certificate under a group policy or contract. or portion thereof for which 
coverage is provided under Section 3 of this Act. A contractual obligation does not 
include: 

(A) death benefits in an amount in excess of $300,000 
or a net cash surrender or net cash withdrawal value in an amount in excess of 
$100.000 in the aggregate under one or more covered policies on any one life; 

(B) an amount in excess of $100,000 in the aggregate 
under one or more annuity contracts within the scope of this Act issued to the same 
holder of individual annuity oolicies or to the same annuitant or participant under 
group annuity policies or an amount in excess of$5,000,000 in unallocated annuity 
contract benefits with respect to any one contract holder irrespective of the number 
of such contracts; 

(C) an amount in excess of $200,000 in the aggregate 
under one or more accident and health. accident, or health insurance policies on 
any one life; or 

(D) punitive, exemplary. extracontractual. or bad faith 
damages. whether agreed to or assumed by an insurer or insured or imposed by a 
court of competent jurisdiction. 

(4) "Covered policy" means any policy or contract within the scope 
of this Act under Section 3 of this Act. 

(5) "Impaired insurer" means: 
(A) A member insurer that is placed by the 

commissioner under an order of supervision, liquidation, rehabilitation, or 
conservation under the provisions of Article 21.28 or 21 ,28-A, Insurance Code, and 
that has been designated an "impaired insurer" by the commissioner; or 

(B) A member insurer determined in good faith by the 
commissioner to be unable or potentially unable to fulfill its contractual obligations. 

(6) ··Insolvent insurer" means a member insurer whose minimum free 
surplus. if a mutual company, or whose required capital, if a stock company, 
becomes impaired to the extent prohibited by law and that has been designated an 
.. insolvent insurer" by the commissioner. 
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(7) "Member insurer') means any insurer licensed or that holds a 
certificate of authority to transact in this state any kind of insurance for which 
coverage is provided under Section 3 of this Act, and includes any insurer whose 
license or certificate of authority in this state may have been suspended, revoked. 
not renewed, or voluntarily withdrawn. including a mutual assessment corporation, 
a local mutual association, a statewide mutual assessment company, and a 
stipulated premium company licensed to do business in this state. but does not 
include: 

(A) a health maintenance organization; 
(B) a fraternal benefit society; 
(C) a mandatory state pooling plan; 
(D) an insurance exchange; or 
(E) any entity similar to any of those described by 

Paragraphs (A).(D) of this subdivision. 
(8) "Moody's Corporate Bond Yield Average" means the Monthly 

Average Corporates as published by Moody's Investors Service, Inc., or any 
successor to that entity. 

(9) "Person" means any individual, corporation. partnership, 
association. or voluntary organization. 

(10) "Premiums" means amounts received on covered policies or 
contracts less premiums, considerations. and deposits returned on those policies or 
contracts. and less dividends and experience credits on those policies or contracts. 
"Premiums" does not include amounts received for policies or contracts or for the 
portions of any policies or contracts for which coverage is not provided under 
Section 3(b) of this Act, except that assessible premiums shall not be reduced on 
account of Section 3(c)(3) of this Act relating to interest limitations and Section 5(3) 
of this Act relating to limitations with respect to any one individual, any one 
participant, any one annuitant, and any one contract holder. "Premiums" does not 
include premiums in excess of five million dollars on any unallocated annuity 
contract not issued under a governmental retirement plan established under Section 
40 !, 403(b), or 457 ofthe United States Internal Revenue Code (26 U.S.C. Sections 
401, 403(b) and 457). "Premiums" also does not include premiums received from 
the Treasury of the State of Texas or from the Treasury of the United States for 
insurance contracted for by the state or federal government for the purpose of 
providing welfare benefits to designated welfare recipients or for insurance 
contracted for by the state or federal government in accordance with or in 
furtherance of the provisions of Title 2, Human Resources COO e. or the Federal 
Social Security Act. 

(11) "Resident" means any person who resides in this state at the time 
a member insurer is determined to be an impaired or insolvent insurer and to whom 
a contractual obligation is owed. A person may be a resident of only one state, which 
in the case of a person other than a natural person is its principal place of business. 

(12) "Supplemental contract" means any agreement entered into for 
the distribution of policy or contract proceeds. 

(13) "Unallocated annuity contract" means any annuity contract or 
group annuity certificate that is not issued to and owned by an individual, except 
to the extent of any annuity benefits guaranteed to an individual by an jnsurer under 
the contract or certificate. 

Sec. 6. CREATION OF THE ASSOCIATION. (a) The Life, Accident, 
Health. and Hospital Service Insurance Guaranty Association is a nonprofit legal 
entity. All member insurers shall be and remain members of the association as a 
condition of their authority to transact insurance in this state. The association shall 
perform its functions under the plan of operation established and approved under 
Section I 0 of this Act and shall exercise its powers through a board of directors 
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established under Section 7 of this Act. For purposes of administration and 
assessment. the association shall maintain two accounts: 

(1) the life insurance and annuity account, which includes the 
fo11owing subaccounts: 

(A) the life insurance account; 
(B) the annuity account; and 
(C) the unallocated annuity account, which includes 

contracts qualified under Section 403(b) of the United States Internal Revenue 
Code (26 U.S.C. Section 403(b)); and 

(2) the accident. health, and hospital services insurance account. 
(b) The association is under the immediate supervision of the commissioner 

and is subject to the applicable provisions of this code and any other law governing 
insurance in this state. Meetings or records of the association are not subject to the 
open records law, Chapter 424, Acts of the 63rd Legislature, Regular Session, 1973 
(Article 6252-17a, Vernon's Texas Civil Statutes), but may be opened to the public 
on majority vote of the board of directors of the association. 

Sec. 7. BOARD OF DIRECTORS. (a) The State Board of Insurance shall 
appoint a board of directors of the association consisting of nine members. three 
of whom shall be chosen from employees or officers chosen from the ten member 
companies having the largest total direct premium income based on the latest 
financial statement on file at date of appointment, two of whom shall be chosen 
from the other companies to give fair representation to all such member insurers 
based on due consideration of their varying categories of premium income and 
geographical location, and four of whom shall be representatives of the general 
public. Members serve for six-year staggered terms. with the terms of three members 
expiring each odd-numbered year. All directors shall serve until their successors are 
appointed. except that in the case of any vacancy. the unexpired term of office shall 
be filled by the appointment of a director by the State Board of Insurance. Should 
any director cease to be an officer or employee of a member insurer during his term 
of office, such office shall become vacant until his successor shall have been 
appointed. All directors shall be eligible to succeed themselves in office. A public 
representative may not be: 

( 1) an officer. director.· or employee of an insurance company, 
insurance agency, agent, broker. solicitor, adjuster, or any other business entity 
regulated by the State Board of Insurance; 

(2) a person required to register with the secretary of state under 
Chapter 305, Government Code; or 

(3) related to a person described by Subparagraph (I) or (2) of this 
paragraph within the second degree of affinity or consanguinity. 

(b) Each director of the association shall file a financial statement with the 
secretary of state in accordance with Sections 3 and 4, Chapter 421, Acts of the 63rd 
Legislature, Regular Session, 1973 (Article 6252-9b, Vernon's Texas Civil Statutes). 

(c) Members of the board may be reimbursed from the assets of the association 
for expenses incurred by them as members of the board of directors but members 
of the board may not othetwise be compensated by the association for their services. 

Sec. 8. POWERS AND DUTIES OF THE ASSOCIATION. (a) If a member 
insurer is an impaired domestic insurer, the association may, in its discretion, and 
subject to any conditions imposed by the association that do not impair the 
contractual obligations of the impaired insurer, that are approved by the 
commissioner. and that are, except in cases of court-ordered conservation or 
rehabilitation. also approved by the impaired insurer: 

(1) guarantee. assume. or reinsure, or cause to be guaranteed, 
assumed, or reinsured. any or all of the policies or contracts of the impaired insurer; 
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(2) provide the moneys. pledges, notes, guarantees. or other means as 
are proper to effectuate Subdivision (I) of this subsection and assure payment of the 
contractual obligations of the impaired insurer pending action under Subdivision 
(I) of this subsection; or 

(3) loan money to the impaired insurer. 
(b) If a member insurer is an impaired insurer, whether domestic, foreign or 

alien, and the insurer is not paying claims timely. subject to the conditions specified 
in Subsection (c) of this section, the association shall: 

(I) take any of the actions specified in Subsection (a) of this section, 
subject to the conditions in that subsection; or 

(2) provide substitute benefits in lieu of the contractual obligations of 
the impaired insurer solely for health claims, periodic annuity benefit payments, 
death benefits, supplemental benefits, and cash withdrawals for policy or contract 
owners who petition for substitute benefits under claims of emergency or hardship 
under standards proposed by the association and approved by the commissioner. 

(c) The association is subject to Subsection (b) of this section only if: 
( J) the laws of the impaired insurer's state of domicile provided that, 

until all payments of or on account of the impaired insurer's contractual obligations 
by all guaranty associations. along with all expenses of the associations and interest 
on all those payments and expenses have been repaid to the guaranty associations 
or a plan of repayment by the impaired insurer has been approved by the guaranty 
associations: 

(A) the delinquency proceeding may not be dismissed; 
(B) the impaired insurer and its assets may not be 

returned to the control of its shareholders or private management; and 
(C) the impaired insurer may not solicit or accept new 

business or have any suspended or revoked license restored; and 
(2) the impaired insurer is a domestic insurer. and has been placed 

under an order of rehabilitation by a court of competent jurisdiction in this state; 
or 

(3) the impaired insurer is a foreign or alien insurer and: 
(A) it has been prohibited from soliciting or accepting 

new business in this state; 
(B) its certificate of authority has been suspended or 

revoked in this state; and 
(C) a petition for rehabilitation or liquidation has been 

filed in a court of competent jurisdiction in its state of domicile by the commissioner 
of the state. 

(d) Except as provided by Subsection (e) of this section, if a member insurer 
is an insolvent insurer, the association shall provide the moneys, pledges, 
guarantees, or other means as are reasonably necessary to discharge the duties of the 
insolvent insurer and: 

(1) guarantee, assume. or reinsure. or cause to be guaranteed. 
assumed. or reinsured, the policies or contracts of the insolvent insurer; or 

(2) assure payment of the contractual obligations of the insolvent 
insurer. 
---y.}When proceeding under Subsections (b)(2) or( d) of this section, with respect 
to only life and health insurance policies the association shall: 

(1) assure payment of benefits for premiums identical to the 
premiums and benefits, except for terms of conversion and renewability that would 
have been payable under the policies of the insolvent insurer, for claims incurred: 

(A) with respect to a group policy or contract, the later 
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(i) the earlier of the next renewal date 
under the policy or contract or the 45th day after the date the association becomes 
obligated with respect to the policy; or 

(ii) the 30th day after the date the 
association becomes obligated with respect to the policy; or 

(B) with respect to an individual policv, the later of: 
(i) the earlier of the next renewal date 

under the policy. if any. or the date one year after the date the association becomes 
obligated with respect to the policy; or 

(ii) the 30th day after the date the 
association becomes obligated with respect to the policy; 

(2) make diligent efforts to provide all known insureds or group 
policyholders notice before the 30th day before the benefits provided are 
terminated; and 

(3) with respect to individual policies, make available to each known 
insured, or owner if other than the insured, and with respect to an individual 
formerly insured under a group policy who is not eligible for replacement group 
coverage. substitute coverage on an individual basis in accordance with the 
provisions of Subsection (Q of this section. if the insureds had a right under law or 
the terminated policy to convert coverage to individual coverage or to continue an 
individual policy in force until a specified age or for a specified time, during which 
the insurer had no right unilaterally to make changes in any provision of the policy 
or had a right only to make changes in premium by class. 

(f) In providing the substitute coverage required under Subsection (e)(3) ofthis 
section, the association may offer either to reissue the terminated coverage or to 
issue an alternative policy. Alternative or reissued policies shall be offered without 
requiring evidence of insurability, and may not provide for any waiting period or 
exclusion that would not have applied under the terminated policy. The association 
may reinsure any alternative or reissued policy. 

(g) An alternative policy adopted by the association is subject to the approval 
of the commissioner. The association may adopt alternative policies of various types 
for future issuance without regard to any particular impairment or insolvency. 

(h) An alternative policy issued by the association must contain at least the 
minimum statutory provisions required in this state and provide benefits that are 
not unreasonable in relation to the premium charged. The association shall set the 
premium in accordance with a table of rates adopted by the association. The 
premium shall reflect the amount of insurance to be provided and the age and class 
of risk of each insured, but may not reflect any changes in the health of the insured 
after the original policy was last underwritten. 

(i) An alternative policy issued by the association must provide coverage of a 
type similar to that of the policy issued by the impaired or insolvent insurer. as 
determined by the association. 

(j) If the association elects to reissue terminated coverage at a premium rate 
different from that charged under the terminated policy, the premium shall be set 
by the association in accordance with the amount of insurance provided and the age 
and class of risk. subject to approval of the commissioner or by a court of competent 
jurisdiction. 

(k) The association's obligations with respect to coverage under any policy of 
the impaired or insolvent insurer or under any reissued or alternative policy cease 
on the date the coverage or policy is replaced by another similar policy by the 
policyholder, the insured, or the association. 

(!)When proceeding under Subsection (b)(2) or (d) of this section with respect 
to a policy or contract carrying guaranteed minimum interest rates, the association 
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shall assure the payment or crediting of a rate of interest consistent with Section 
3(c)(3) of this Act. 

(m) Nonpayment of premiums within 31 days after the date required under the 
terms of any guaranteed, assumed. alternative. or reissued policy or contract or 
substitute coverage terminates the association's obligations under the policy or 
coverage under this Act with respect to that policy or coverage, except with respect 
to any claims incurred or any net cash surrender value due in accordance with the 
provisions of this Act. 

(n) Premiums due for coverage after entry of an order of liquidation of an 
insolvent insurer belong to and are payable at the direction of the association, and 
the association is liable for unearned premiums due to policy or contract owners 
arising after the entry of the order. 

(o) The protection provided by this Act does not apply where any guaranty 
protection is provided to residents of this state by the laws of the domiciliary state 
or jurisdiction of the impaired or insolvent insurer other than this state. 

(p) In canying out its duties under this section, the association may. subject to 
approval by the court: 

(I) impose permanent oolicy or contract liens in connection with any 
guarantee, assumption. or reinsurance agreement if the association finds that the 
amounts that can be assessed under this Act are less than the amounts needed to 
assure full and prompt performance of the association's duties under this Act. or 
that the economic or financial conditions as they affect member insurers are 
sufficiently adverse to make the imposition of the permanent policy or contract liens 
in the public interest; or 

(2) impose temporary moratoriums or liens on payments of cash 
values and policv loans. or any other right to withdraw funds held in conjunction 
with policies or contracts, in addition to any contractual provisions for deferral of 
cash or oolicy loan value. 

(q) If the association fails to act within a reasonable period of time as provided 
in Subsections (b)(2), (d), and (e) of this section, the commissioner may assume the 
powers and duties of the association under this Act with respect to impaired or 
insolvent insurers. 

(r) The association may render assistance and advice to the commissioner, on 
request, concerning rehabilitation, payment of claims. continuance of coverage, or 
the performance of other contractual obligations of an impaired or insolvent 
insurer. 
------rsfThe association may appear before any court in this state with jurisdiction 
over an impaired or insolvent insurer concerning which the association is or may 
become obligated under this Act. This right extends to all matters germane to the 
powers and duties of the association, including proposals for reinsuring, modifying, 
or guaranteeing the policies or contracts of the impaired or insolvent insurer and 
the determination of the policies or contracts and contractual obligations. The 
association may appear or intervene before a court in another state with jurisdiction 
over an impaired or insolvent insurer for which the association is or may become 
obligated or with jurisdiction over a third party against whom the association may 
have rights through subrogation of the insurer's policyholders. 

(I) A person receiving benefits under this Act shall be deemed to have assigned 
the rights under, and any causes of action relating to, the covered policy or contract 
to the association to the extent of the benefits received under this Act, whether the 
benefits are payments of or on account of contractual obligations, continuation of 
coverage. or provision of substitute or alternative coverages. The association may 
require an assignment to it of the rights and cause of action by any payee, policy 
or contract owner. beneficiary, insured, or annuitant as a condition to the receipt 
of a right or benefit under this Act. The subrogation rights of the association under 
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this subsection shall have the same priority against the assets of the impaired or 
insolvent insurer as that possessed by the person entitled to receive benefits under 
this Act 





MONDAY, AUGUST 5, 1991 467 



468 SENATE JOURNAL-ARST CALLED SESSION 

(C) makes any formal order that the insurer restrict its 
premium writing. obtain additional contributions to surplus, withdraw from the 
state, reinsure all or any part of its business. or increase capital. sumlus, or any other 
account for the security of policyholders or creditors; 

(2) report to the board of directors when the commissioner has taken 
any of the actions set forth in Subdivision (1) of this subsection or has received a 
report from any other commissioner indicating that a similar action has been taken 
in another state. The report to the board of directors must contain all significant 
details of the action taken or the report received from the other commissioner; 

(3) report to the board of directors when the commissioner has 
reasonable cause to believe from any examination, whether completed or in process. 
of any member insurer that the insurer may be an impaired or insolvent insurer; 
and 

(4) furnish to the board of directors the National Association of 
Insurance Commissioners Insurance Regulatory Information System ratios and 
listings of companies not included in the ratios developed by the National 
Association of Insurance Commissioners. 

(b) The board may use the information described by Subsection (a) of this 
section in carrying out its duties and responsibilities under this Act. The board shall 
keep the report and the information contained in the report confidential until it is 
made public by the commissioner or other lawful authority. 

(c) The commissioner may seek the advice and recommendations of the board 
of directors concerning any matter affecting the commissioner's duties and 
responsibilities regarding the financial condition of member insurers and companies 
seeking admission to transact insurance business in this state. 

(d) The board of directors may, on majority vote. make reports and 
recommendations to the commissioner upon any matter germane to the solvency, 
liquidation, rehabilitation, or conservation of any member insurer or germane to 
the solvency of any company seeking to do an insurance business in this state. These 
reports and recommendations are not public documents and are not subject to the 
open records law, Chapter 424, Acts of the 63rd Legislature, Regular Session, I 973 
(Article 6252-1 7a, Vernon's Texas Civil Statutes). 

(c) The board of directors shall, on majority vote, notify the commissioner of 
information indicating a member insurer may be an impaired or insolvent insurer. 

(Q The board of directors may, on majority vote, request that the commissioner 
order an examination of any member insurer that the board in good faith believes 
may be an impaired or insolvent insurer. Not later than the 30th day after the receipt 
of the request. the commissioner shall begin the examination. The examination may 
be conducted as a National Association of Insurance Commissioners examination 
or may be conducted bv persons designated by the commissioner. The cost of the 
examination shall be paid by the association and the examination report shall be 
treated as are other examination reports. In no event shall the examination report 
be released to the board of directors before its release to the public, but this does 
not preclude the commissioner from complying with Subsection (a) of this section. 
The commissioner shall notify the board of directors when the examination is 
completed. The request for an examination shall be kept on file by the 
commissioner but it is open to public inspection before the release of the 
examination report to the public. 

(g) The board of directors mav, on majority vote. make recommendations to 
the commissioner for the detection and prevention of insurer insolvencies. 

(h) The board of directors shall, at the conclusion of any insurer insolvency in 
which the association was obligated to pay covered claims, prepare a report to the 
commissioner containing any information as it has in its possession bearing on the 
history and causes of the insolvency. The board shall cooperate with the boards of 



MONDAY, AUGUST 5, 1991 469 



470 SENATE JOURNAL-FIRST CALLED SESSION 

(0 If an order for liquidation or rehabilitation of an insurer domiciled in this 
state has been entered, the receiver appointed under the order may recover on behalf 
of the insurer, from any affiliate that controlled it, the amount of distributions, other 
than stock dividends paid by the insurer on its capital stock. made at any time 
during the five years preceding the petition for liquidation or rehabilitation subject 
to the limitations of Subsections (g), (h), and (i) of this section. 

(g) A distribution to stockholders is not recoverable under Subsection (Q of this 
section if the insurer shows that when paid the distribution was lawful and 
reasonable, and that the insurer did not know and could not reasonably have known 
that the distribution might adversely affect the ability of the insurer to fulfill its 
contractual obligations. 

(h) A person that was an affiliate that controlled the insurer at the time 
distributions subject to Subsection (Q of this section were paid is liable for the 
amount of distributions received. A person that was an affiliate that controlled the 
insurer at the time the distributions were declared is liable for the amount of 
distributions the person would have received if they had been paid immediatelv. If 
two or more persons are liable with respect to the same distributions, they are jointly 
and severally liable. 

(i) The maximum amount recoverable under Subsections (Q and (h) of this 
section is the amount needed in excess of all other available assets of the insolvent 
insurer to pay the contractual obligations of the insolvent insurer. 

(j) If a person liable under Subsection (h) of this section is insolvent, all its 
affiliates that controlled it at the time the distribution was paid are jointly and 
severally liable for any resulting deficiency in the amount recovered from the 
insolvent affiliate. 

(k) An impaired insurer placed in conservatorship or receivership for which 
assessments have been made under the provisions of this article, or for which 
guaranty fees have been provided. may not. on release from conservatorship or 
receivership. issue new or renewal insurance policies until the insurer has repaid in 
full the amount of guaranty fees furnished by the association. The commissioner 
may. on application of the association and after hearing. permit the issuance of new 
policies in accordance with a plan of operation by the released insurer for 
repayment. The commissioner may, in approving such plan, place restrictions on 
the issuance of new or renewal policies as necessary to the implementation of the 
plan. The commissioner shall give 10 days' notice of a hearing under this subsection 
to the association. and the association and member insurers that paid assessments 
in relation to the impaired insurer arc entitled to appear at and participate in the 
hearing. Money recovered by the association under this subsection shall be repaid 
to the member insurers that paid assessments in relation to the impaired insurer on 
return of the appropriate certificate of contribution. 

Sec. IS. EXAMINATION OF THE ASSOCIATION; ANNUAL REPORT. 
The association shall be subject to examination and regulation by the 
commissioner. The board of directors shall submit to the commissioner each year, 
not later than the I 20th day after the last day of the association's fiscal year. a 
financial report in a form approved by the commissioner and a report of the 
association's activities during the preceding fiscal year. 

Sec. 16. TAX EXEMPTIONS. The association is exempt from payment of 
all fees and all taxes levied by this state or any of its subdivisions. except taxes levied 
on real or personal property. 

Sec. 17. IMMUNITY. There is no liability on the part of and no cause of 
action of any nature arises against any member insurer or its agents or employees. 
the association or its agents or employees, members of the board of directors, or the 
commissioner or the commissioner's representatives, for any action or omission in 
the performance of powers and duties under this Act. This immunity extends to the 
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participation in any organization of one or more other state associations of similar 
purposes and to any similar organization and its agents or employees. 

Sec. 18. STAY OF PROCEEDINGS; REOPENING DEFAULT 
JUDGMENTS. All proceedings in which the insolvent insurer is a party in any 
court in this state shall be stayed until the 60th day after the date an order of 
liquidation, rehabilitation, or conservation is final to permit proper legal action by 
the association on any matters germane to its powers or duties. The association may 
apply to have any decision. order. verdict, or finding based on default set aside by 
the same court that made the default judgment and may defend against the suit on 
the merits. 

Sec. 19. PROHIBITED ADVERTISEMENT OF INSURANCE 
GUARANTY ASSOCIATION ACT IN INSURANCE SALES; NOTICE TO 
POLICYHOLDERS. (a) A person may not make, publish, disseminate, circulate, 
or place before the public or cause. directly or indirectly, to be made, published, 
disseminated, circulated. or placed before the public, in any newspaper, magazine 
or other publication. or in the form of a notice. circular. pamphlet, letter, or poster, 
or over any radio station or television station, or in any other way, any 
advertisement. announcement. or statement, written or oral, that uses the existence 
of the association for the purpose of sales, solicitation. or inducement to purchase 
any form of insurance covered by this Act. This section does not apply to the 
association or any other entity which does not sell or solicit insurance. 

(b) The association shall prepare a summary document describing the general 
purposes and current limitations of the Act and complying with Subsection (c) of 
this section. This document shall be submitted to the commissioner for approval. 
Except as provided by Subsection (d) of this section, an insurer may not deliver a 
policy or contract described in Section 3 of this Act to a policy or contract holder 
unless the document is delivered to the policy or contract holder prior to or at the 
time of delivery of the policy or contract. The document shall be available on 
request by a policyholder. The distribution, delivery, or contents or interpretation 
of this document does not guarantee that the policy or the contract or the holder 
of the contract or policy is covered in the event of the impairment or insolvency of 
a member insurer. The document shall be revised by the association as amendments 
to the Act may require. Failure to receive this document does not give the 
policyholder. contract holder, certificate holder, or insured any greater rights than 
those stated in this Act. 

(c) The document prepared under Subsection (b) of this section must contain 
a clear and conspicuous disclaimer on its face. The commissioner shall promulgate 
a rule establishing the form and content of the disclaimer. The disclaimer shall: 

(1) state the name and address of the association and insurance 
department; 

(2) warn the policy or contract holder that the association may not 
cover the policy or, if coverage is available, it will be subject to substantial 
limitations and exclusions and conditioned on continued residence in the state; 

(3) state that the insurer and its agents are prohibited by law from 
using the existence of the association for the purpose of sales. solicitation. or 
inducement to purchase any form of insurance; 

(4) state that the policy or contract holder should not rely on coverage 
under the association when selecting an insurer, and 

(5) provide other information as directed by the commissioner. 
(d) An insurer or agent may not deliver a policy or contract described in Section 

3(b) of this Act and excluded under Section 3(c) of this Act from coverage under 
this Act unless the insurer or agent, before or at the time of delivery, gives the policy 
or contract holder a separate written notice that clearly and conspicuouslY discloses 
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that the policy or contract is not covered by the association. The commissioner shall 
by rule specify the form and content of the notice. 

Sec. 20. SUITS AGAINST ASSOCIATION. (a) Venue in a suit against the 
association arising under this article is in Travis County. 

(b) The association is not required to give an appeal bond in an appeal of a 
cause of action under this article. 

[Sec. 2. PURPOSE. The purpose of this Act is to pwtcct policyownCis, 
insmeds, bcncficiatics, annuitants, payees, and assignees of life insma11te policies, 
accident insUiancc policies, health inswancc policies, annuity wilhacts, and 
supplcmctital conhacts, mtd the huldus ofgtuop hospital SCI vice conliacts, subject 
to ccttainlimitations, against failwc in the perfVItJtancc ofwnliactual obligation 
due to the impainncnt of the insmcr issuing such policies 01 contracts. To pwvidc 
this pwtution, (I) an association of insmus is Cleated to enable the guatants of 
payment of benefits and of wntinuation of w;uagcs, (2) mcmbus of the 
association arc stcbject to assessment to pw~idc funds to cauy out the poi pose of 
this Act, and (3) the association is auth01izcd to ptocced in tilt pttstiibed JIIannet, 
in the detection and pttnntion of insu1er impainneuts. 

[See. 3. SCOPE. (l) This Act shaU apply. 
[(a) to dhcct life insutance policies, accident insmance policies, ltealth 

insmance policies, annuity conbacts including unallocated annuity wnliacts 
except those SJXtif•u:tHy excluded in this Act, and wnliacts supplemental to life, 
accident 01 lwalth inswance policies, gtoup hospital su vice cmtbacts and annuity 
contracts issued by any d01ncstic mcmbc1 iusuaCI and ail socii policies and conhacts 
issued by a fVIeign 01 alien member insmet and all of those insmance policies and 
annuity contracts and all vthu insmance covCiagcs wtittcn by mutual assessment 
wtpOiations, local mutual aid associations, local mutual bua ial associations, 
statewide mutual assessment companies, and stipulated premium htswancc 
companies licensed to do business in this state, and 

[(b) with ICSJXct to such policies and conttacts. 
((i) to those persons who, reg3Idlcss of whe1e they 

tcside, except fOI nomesidcnt cutificate holdus undti gwup policies 01 wnhacts, 
are the tx::ndiciruies, assignees, or payees of the pcJsons covCied undu Pa1agraph 
(ii) o1 (iii), and 

[(ii) to those pCisons who me owners of or ttl tiftcatc 
holdets nude• those policies m conltacts and who ate Jcsidents of this state at the 
time such insmu becomes an impaited insmet as defined in this Act, m 

[(iii) to those JXISUns who ate not 1esidcnts of this state 
at that time but who meet all of the following conditions. 

[(A) the policies m conli acts arc issued by 
inswus domiciled in this state, 

[(B) at the time the policies 01 contracts 
wuc issued, the pctsons wue residents of this state, 

[(CJ the insmtiS did not hold a license 01 
ccilificatc of authmity in the states in which the peisons reside at the time a 
delinquency pwcccding as defined by At tide 2: 1.28 of this wde is commenced 
against those insureiS, 

[(D) the othe1 states have assoctabous 
similar to the association ctwtcd by this Act, and 

[(E) the pctsons a1e not ehgiblc fm 
conmgc by those associations in the othet state. 

[(2) This Act shall not apply to. 
[(a) Any such policies 01 COIIttacts, 01 any pait of such 

policies 01 wnttacts, undu which the tisk is bome by the policyhuldtt, 
[(b) Any kind of tcinsuiaiitt wnhact Vi agtccmeut 

between insmus, tilt let rns of wlrich do not ueatc a dhcct lia:biHty of the assuming 
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insuret, 01 the tetms of which do atot tcquite the creation of a direct liability to the 
polic:yholdcJ tlnuugh issuaucc of au assumptiou urtiflcatc, ot other Mitten 
insh umcnt, 

[(c) Any kind of insmancc 01 annuities, lite benefits of 
which arc exclusively payable or dctcunincd by a scpatatc account tcqahcd by the 
tenus of such insutaHcc policy to be maintained by the htswct rn by a scpa1atc 

[{d) Any such policies 01 wnliacts issued by a fmeign 
at alien insmc1 on nonresidents of this state at the time such iuswct becomes an 
impaired iusmu as dcfmed in this Act, 

[II(<<O)c/\~rrty"sou>cclhr-r.p<orl1>iccyv.oorr"coooniirttrtaacctts'"o"fC.arf~orieehig"'"''oorrcaolni<cnti 
inswe1 whose dumiciliaJy jw.isdictio12 01 state of tlihy pwvidcs by statutes 01 
tcgulatimts fm tcsidtJits of this state ptotcctioli subsldlltially siJJiildl to that piO¥ided 
by this Act fm residents of othet states, 

[l(ff)H/\'n1nnyns•onc:ll>r-poco~hil. c:ii<c•sC1lo•r-ec~o"Ii1illii>a<c1tss--Iil. '"'""""'df-lbbvy-ffir.a•ttte•I'Ir.taiii 
benefit societies and assessment-as-nuded companies, nm to such policies 01 

conttacts issued by i11sure1s subject to the pw•isious of Chaplet 366, Acts of the 
62nd Lcgislatmc; Rcgalat SessiotJ, I 5171 (A a tide 21.28-C, 'Itt non's Texas Insutancc 
eudej; 

[(gJ SubjeCt to Section 12 of this Act lX'tlaining to tilt 
payment of expenses of administration, any plan 01 pmgtam of an employct, 
association, 01 simila1 entity to pwwide 1ife, health, 01 annuity benefits to its 
employees 01 mcmbets to the extent that sud1 plan OJ pwgtam is self-fuudcd 01 

uninsmed, including but not limited to benefits payable by an employct, 
association, OJ simildl entity undo. 

[(i) a multiple employet tVtlfa:rc 
arrangement as defined bj Section 514 of the [Iitploycc Retia em en t Income 
Sccm.ity 1\ct of 1974, 

[(ii) a minimmn ptCIIliUili gwap 
insmancc plan, 

[(iii) a stop=foss g:toup insmancc plan, 01 

[(i•) an adminisLtativc scniccs mily 
conhact, 

[(h) Any policy 01 conbact issued in this state by a 
member, uvnmembu, Dt unauthorized insmct when the insuiCJ was not liunscd 
01 did not ha;c a cc1 tificate ofauthotity to do insmance business in this state subject 
to Secti011 t 2 of tl•is Act pet taitaiiag to the payment of expenses ofadminishation, 

[(i) Any pm tion of a policy 01 conhact to the extent that 
the tate of intCicst on which it is based. 

[(i) aRt aged met the pcdod of fow yca1s 

ptim to the date on which the association becomes obligated with tespcct to such 
policy ot conttact, exceeds a idle of intcwst dctennincd by sabltacting two 
puantage points fiom Moody's Cmpmare Bond Yidd A;cJagc avuagcd ;OJ that 
same fodl-yeat puiod or fOI such lcssct pCiiod if the policy m colltiact was issued 
less than foa1 years befow the association became obligated, and 

[(ii) on and after the date on which the 
association bewmcs obligated with Itspcct to such policy or conttact, exceeds the 
rate of intcicst dctCIIllilacd bj sabbactiiig tinct ptiCCUtage points fimu Moody's 
Cwpmatc Bond Yield A wCJagc as most acccntly Mailable, 

{6) Any pmtion of a policy 01 conttact that constitutes 
an unaHocatcd annuity contract issued to an employee pension benefit plan which 
pw;ides fixed benefits and which is not an indi;idual account plan, 

[(k) Any poi tion of a financial guatantee, fuuding 
agreement, m guaranteed irncstmcnt conhact which (1) coutaius no aumtality 
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guamntccs and (2) is not issued to 01 in wnncction with a specific employee benefit 

[(4) "Conttactuai obligation" means any policy oa collbact benefit 
(inducting but not lintited to death, disability, hospitaHzati01a, aracdical, pJcanium 
deposits, advance ptcmiums, supplcmcntai conbacts, cash suneudCI, loan, 
nunfmfcitmc, extended "'v""''ae..... annuities, and .... vuvvu and dividend 
accumulations to the ow net, bcneficiat y, assignee, ccr tificate holdct, 01 third-patty 
bcncficimy), at ising fmm an insmanu policy 01 annuity contract to which this Act 
applies, issued 01 assumed by an insmer who becomes an impaired insmcr. A 
contractual obligation s1aall not include. 

[(a) death \x:nefJt-s in an amount in excess of $380,686 
01 a net cash suncndct 01 net cash withd1awal value in an amount in exwss of 
$188,888 in the aggtcgate undCI one ot mote covCicd policiw on any one life, 

[(b} an amount in excess of $188,080 in the aggtcgatc 
undu one 01 mow annuity conttacts within the scope of this Act issued to the same 
holdtt of individual annuity policies 01 to the same annuitant 01 pru ticipant uude1 
gwup annuity policies 01 an amount in excess of$5,808,888 in unallocated annuity 
co&thact benefits with tespect to anJ one conttact holdet itrespectiQe of the natnbct 
of such conttacts, 

[(c} an amount in excess of $288,080 in the aggtegate 
undet one 01 mmc accident and health, accident, 01 health insmance policies on 
any one life, 

[(d} any benefits that would han lx:en payable undu 
any group life, accident, 01 health policies ot contracts of the impaited insmct fm 
claims incuued aftet the next renewal date undu those policies 01 conttacts 01 90 
days, but in no event less than 60 days, afte1 the date that a pcnnanent ltteivu has 
been appointed fOI the htsmet by a comt of competent jutisdiction, whichevu 
VCCUI S fn St, 01 

[(c) punitive, exemplaty, extraconttactua~, 01 bad faith 
damages, whcthct agtccd to VI assumed by an insa&cJ 01 insmed VI imposed by a 
com t of competent jutisdiction. 

[If the impahed iusawt has no assets within the State of Texas, m has 
htsuftdcnt assets to pay the tXJX'IISCS of administuing the tueivCiship 01 
consCJ93l01ship of the impai1cd insurct, that pmtion of the expenses of 
administiation iacuncd in tire ptoccssing and payment of claims against the 
impaitcd insmct shall also be a conttactual obligatioa undu this Act. 

[(5) y.Covued policy" means any policy 01 conttact within the scope 
of this Act andct Section 3. 

[(6) "Membu inswe1" means any inswance company authmized to 
hansact in this state any kind ofinsatancc to which this Act apphcs anclu Section 
3-: 

[(7) .. Insohcut insutu" means a membet insatCJ whose minimum 
f1cc smplus, if a mutual company, 01 whose wquircd capital, if a stock company, 
becomes, aftct the effective date of this Act, impailcd to the extent p1ohibitcd by 
law; 
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[(8) "lmpaitcd inswu" means. 
[(a) A mcmbct inswct which, aftu the effective date of 

t11is Act, is placed by the wn1missionu undct a11 OidCi ufsupu vision, liquidation, 
Ithabilitatiou, 01 cunscnation undu the pwvisiuns of Article 21.28, lusmancc 
Code, as aiiiCtidcd~ and Cltaptct 281, Acts of the 6Bth Lcgislatalt, Rcgulat Session, 
1967 (Atticlc 21.28-A, Vcmon's Texas htSwancc Code), and that has been 
designated an "hnpaiicd Insmu" by the commissiouCI, ot 

[(b) A mcmbct iiJSUiti dctcnniucd in good faith by the 
commissionu aftu the effective date of this Act to be unable 01 potentially unable 
to fulfill its conhactual obligations. 

((9) "fitliliUJIIS" liltdiiS di1 ttl gLOSS itiSUidiitt: ptttniUIIIS dUd diiiiUity 
considuations wllcctcd f1om pet sorts 1csiding m donJiciled in tl1t State of Texas 
on covcJcd conhacts aud policies, less tetmn p1emiams and considctations thuwn 
and dividends paid 01 ctcditcd to policylroldc&s on sodt direct business. 
"P:icmiums" do not include premiums and cousiduations on coutiacts between 
insmcrs and Ieinswus nm do "p1cmiums" include any pitmiums in excess of 
$5,866,666 on any covued unallocated annuity conttact. ~<fiemiums" also do not 
include premiums 1ecehed ftom the Tteasmy of the State of Texas m fiom the 
Ticasa&y of the United States for inswance tOIIbactcd fm by the state 01 fcdual 
govcmment fm the pmposc of pwviding welfare benefits to designated voelfa1e 
recipients 01 fm insmana contracted fm by the state 01 fcdual gmemment in 
accmdance will I 01 in fm tliCJ aiJte of the p1ovisions of Title 2, I loman Rcsoaices 
Code, 01 the Fcdetal Social Sccw ity Act. As used in Section 9, "premiums" alt those 
fm the calendar yca1 pieceding the determination of insolvency 01 impait mcnt. 

[(16) "State Board oflnsmance" means the State Boatd oflllsaJancc 
CI catcd under A& tide J .62, Insu1 a nee Code, as amended. 

{(II) "Moody's Cmpmate Bond Yield AvCiage" means the Monthly 
Average Cmpmatcs as published by Moody's Innstms Service, Inc., 01 a11y 
SUCCeSSOI thCJttO. 

[(12) "Unauthmizcd insUier" means a pciSou 01 inswe1 that has 
ettgagcd in activities pi olti~Jited by Section 3, A1 tide I. J 4-1 of this code. 

[(13) "Nonmembc1 of the association" includes, fm the pwposcs of 
Section 12 of this Act, flatemal benefit societies, asscssmcnt-as=nccdcd companies, 
and all persons and entities authorized to act as agents UJtder this code who solicit 
policies and conhacts to which this Act applies including, without limitation, legal 
testiVt life iuswancc agents, and agents subject to At tide 21.67 of this wde and 
who pa1 ticipatcd in tiansactions invol vittg types of iiiSUJance witl&in the scope of 
this Act. 

[(14) "Unallocated annuity conttact" means any annuity con bact 01 

group annuity certificate that is not issued to and owned by an individual person 
iitcludiitg goat a I I teed iiiLCJcst cont1acts &lid deposit adtninisLI ation contiacts, except 
to the extent any annuity bcneftts under that contlact 01 ccitifJcatc a1e guaJautced 
to an individual person by an htSUICI. 

[Sec. 6. CREATION OF THE ASSOCIATION. (I) Thew is Cleated htieby 
a nonpwf1t legal entity to be known as the Life, Accident, Health and Hospital 
Senice htsu&ancc Gaaiaiity Association. All member insUitJS shall be aud 1emain 
membms of the association as a condition pwccdent to thcit authotity to transact 
inswance in this state. The association shall pcrfurm its functions mtdet the plan 
of opuation established and appwvcd uudct Section te below, and shall exercise 
its powus tluough a boaJd of ditectors established undu Section 7 below. FOI 
pUiposes of adminisLiation and assessment, the association shall establish fum 
accounts. 

[(a) Tltc accident, health a&td lwspital scr vices acwunt, 
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[(b) The life insmance account, 
[(c) The annuity account, and 
[(d} The adminishatiR account. 

[(2) The association shall come undu the immediate supCI vision of 
the tVtiJmissionCI attd shall be subject to the applicable pta visions of the insutancc 
laws of this state. 

[Sec. 7. BOARD OF DIRECTORS. (I) The State Board of Insurance shall 
appoint a boatd of dhecturs of the association cottsistiug of Itinc IIItmbcts, tlnce 
of whom shall be chosen fwm employees 01 officus chosen Hom the ten member 
companies hadng the largest total dilcct pzcmium income based on the latest 
fmancial statement on file at date of appointment, two of whom shall be chosen 
Hom the othCI companies to give fah tcpJcscntation to ail such mcmbct insaJtis 
based on due considuation of thcit vatying catcgmics of ptemium iucome and 
gcog;aphical location, and fum of whom shall be ttpJesentathcs of the gcacml 
public. Membcts SCI vc fm six-yeat staggued tcr ms, with the tCI ms oftlnce members 
expiring each odd-numbeted yeat _ All dircctm s shall SCI 9C until thei1 successors a1e 
appointed, except tiiat in the case ofaiiJ vacancy, Lite unexpi1ed tCIIil of office siiall 
be f1lled by the appointment of a dbectm by the State Boa1d oflnsmancc. Should 
any dhcctm cease to 1x: an officet 01 employee of a membct insurc1 dming his tum 
of office, such offkc shall become vacant until his successor shall have been 
appointed. All dircctms shall be eligible to succeed themselves in office. A public 
teprcscntati9C may not be. 

[(A) an offkc1, dhcctm, 01 employee of an iusmance 
company, insmance agency, agent; bwku, solicitor, adjustea, or any othti business 
entity regulated by the State Board of Insurance, 

[(B) a peJSon Jequhcd to tcgisteJ with the stcicta•y of 
state andet Chaplet 305, Govcmment Code, VI 

[r(C:EO)crne,loant<e<drttooca""poccnrsooornrcddeeosccTr~il>Jeoddr~b'y"SS.urtb"poaa.raagJO<aapotlJtf(;~~rl) 
ot (B) of this paragtaph within the secoud dcgtec of affinity 01 consanguinity. 

[(2) Ditcctois shall not receive any remuneration m emolument of 
office, but tllty shall be til titled to IeiniburstiJtent fm tlieii actual expenses incur I ed 
in perfutming theh duties as directms. 

[(3) Each dhcctm of the association shall file a fmancial statemeat 
with the stCietar y of state in accmdancc with Sections 3 and 4, Chaptct 421, Acts 
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of the impaired insmcr's contractual obligations pending action undca 
SubpatagJaph (a) abme, or 

[(c) loan money to the impaiiCd insutet. 
[(3) In carrying out its duties aJJder Paragraphs ( 1) and (2), above, the 

association may impose mmatmiams 01 policy liens against the nonfotfcitmc 
values of any conttactual obligation undCI a wvucd policy, and 

[(4) The association may wndCI assistance and advice to the 
commissionu, upon his nqucst, concenring rchabilitatiou, payment of claims, 
continuations of covuage, 01 the performance of uthCI cmrbactual obligations of 
any impaired iusmer. 

[(5) TIIc association shallliavc standi115 to appear bcfmc any cowl i11 
this state with jmisdiction ovu an insolvent insuru or an impailcd inswcr 
conccming which the association is 01 may bcwme obligated undct this Act. Such 
standing shall extend to all mattcts getmane to the powets and duties of the 
association, including, but not limited to, pwposals £01 teinswing 01 gumantecing 
the CV9Cied policies of the insolvent iJtsUiet 01 the impaited illsUiet and the 
tumittati01t of tile coveted policies and conbactual obligations. 

((6) (a) Any pet son teceiving benefits undet tltis Act shall be deemed 
to have assigned his tights andti tl•e wveted policy to the association to the extent 
of the benefits teccived because of this Act whcthe• the benefits ate payments of 
conhactual obligations 01 continuation ufcovctage. The association may nquhe 
an assignment to it of such tights by any payee, policy 01 couliact ownct, 
beneficiat y, itaswcd 01 annuitant as a wndition ptccedent to tlit tcceipt ofany tights 
01 benef•ts confcaed by this Act apou such puson. The association sildil be 
subwgatcd to these tights against the assets of any impai1cd illsutet. 

[(b) Tltc subzogation tights of tlw association andt::t tllis 
subsccti011 shall have the same pi imit} against the assets of tl1t insol Yent inswu 01 

the impaited insatCI as that possessed by the pctson entitled to receive bcnef1ts 
undc1 this Act. 

[(7) Tilt conhactual obfigations of tJJC insohcnt inswu 01 impailed 
insuteJ fm which the association bewmcs 01 may lx:comc liable shall be as gtcat 
as but no gteater than the coutractual obligations of the insolvent insmu OJ 
hr1paired insaaCI would have been in the absence of a11 ianpaitment unless such 
obligations are ttduced as pcunitted by Pantgiaph (3). 

[(8) The association may. 
[(a) entet into such conhacts as aw necessary m pwpc1 

to ca11y out the pwvisions and purposes of this Act, 
[(b) sue 01 be sued, including taking any legal actions 

ncccssa1 y OJ pwpet fot recovuy of any unpaid assessments undca Section 9, 
[(c) bon ow money to effect the pmposes of this Act. 

Any notes OJ othc1 evidence of indebtedness of the association not iu default shall 
be legal investments fm domestic insmus and may be canicd as admitted assets, 

[(d) employ 01 retain such petsoJis as arc 11eccssaty to 
handle the financial liansactions of the association, and to peafvuu such othe1 
functions as become neccSS31 y 01 pwpcr undu this Act, 

[(c) negotiate and conliact with auy liquidatOJ, 
rchabilitatOJ, wnser 9dlUI, tccci vet, OJ ancillat y 1ecci vCI to crut y out tlte powCJ sand 
duties of the association, 

[(f) take such legal action as may be IlcccssatJ to a wid 
payment ofimptopct claims, 

[(g) exctcisc, ftn the pwposcs of this Act and to the 
extent appwRd by the commissionet, lire powets of a domestic life OJ health 
insutCI, bat in no case may the association issue inswance policies VI annuits 
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impailcd inswct. 
[Sec. 9. ASSESSMENTS. (1) Fm the pwposc of pw9iding the funds 

nccessaJ y to cariy out the powus and duties of the association, the bomd ofditcctm s 
shall dcteuuinc the amount ncussa1y and the commissionu shall assess the 
Illtmbcr insatCis, separately fm each aceount cstablis!Jtd by Sectimt 6 of this Act, 
at such times and fm such amounts as the bo3Id ofditcctms finds neccssaty. All 
assessments mdetcd by the connnissionCI shall be payable to the association and 
ate due on a date SJX!tifwd by the wnnnissionct which may not be carliu than the 
36th day aftct the date on which ptiot Mitten notice is ghcn to the member 
htsuiets. lntcnst acuacs on the unpaid amount at a tate of 10 }X!Ittnt beginning 
on the due date. 

[f(2~)"'ffth•e•J•e,...shhmalrltl-lb•e'"'l•w•omcoloas"'se""sconff"a"ss"'e'ss"'"nnJ<C'nnts,;c, "asJ<-iifun~lllro•w...,s. 
[(a) Oass A assessments shafi be made fvt the pw pose 

of meeting administratiYC wsts of the association, the adminishativc expenses 
pwpuly intoned undCJ Subsection (l) of Section 12 of this Act tclating to any 
anauthmized htsurci 01 nonmember of the association, and other genu at expcuscs 
not tclatcd to a paiticular insohcnt 01 impaiiCd insUiti, 

[(b) Class B assessments shall be made to the extent 
neussary to catty out tiiC pow Cis and duties of the associatiotJ undet Section 8 with 
tcgatd to an insolvent 01 impaitcd htswct. 

[(3)(a) The amount of any Class A assessment for each account shall 
be dctcrmincd by the bo3Id ufdhcctms taking into wnsidCJation one OJ moiC of 

the association with tcspcct to an insuhcnt or impaitcd inswct shail not be made 
antilnecessar y to implcrt1ent the pa• poses of this Act. Classifiwtion of assessments 
andu Patag•aph (2), abtne, and computation of assessments andcr this paidgmph 
shall be made with a reasonable degree of accmaey, Iccognizing that exact 
dctenninations may not always be possible. 

[(4) The connnissionCI may abate 01 defe1, in whole 01 in part, the 
assessment of a membet insurer if, in the opinion of the commissioncr, payment 

above, the aiJIVant by wl1ich such assessment is abated 01 dcfcittd, may be assessed 
against the othu membu insaieJs in a man11CI consistent with the basis f01 
assessitJeiJts set f01 th ir1 this paiagiaplt. If the n1aximum assessment, togctltci with 
the othCI assets of the association, docs not pwvidc in any one yem an amount 
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sufficient to cat 1 y out the Jtspmlsibilitics of the association, the IICctssat y additional 
funds shall be assessed as soon thCicafttt as peunittcd by this Act. 

[(6} Tlw boatd ofdiiectms Iitay, by an equitable Inc thud as established 
in the plan of opuation, tcfund to member insurCts, in pwportion to the 
contdbation of each mcmhc1 inswcr, the amount by which the assets exceed the 
aiilVUiif the boatd ofdiitctms :fiJJds is trccessai y to ca1 r y oat dol i••g tlw coming yew 
the obligations of the association with tcgatd to that amount, including assets 
accruing fwm net Jarlizcd gains and income fwm investments. A tcasonablc 
amount may be Ittaincd to pwvidc funds fm the continuing expenses of the 
association and fm futwe losses if Icfonds diG impractical. 

[(7) The association shall issue to each insmet paying a Class B 
assessment undc1 this Act a ceJtificatc ofcunbibulion, in a fmm piCsuibcd by the 
coJnJnissionCI, fot tl1e amount so paid. All outstaiidi••g tettif1tates s11311 be of equal 
dignity and piimity without ltfcicnce to amounts or date of issue. 

[(8) The commissionct may suspend 01 •evoke, after notice and 
heating, the certificate ofauthudty to Liansact business in this state of any iusmCI 
wl1o fails to pay a11 assessment wlieit due. Any i1rsmu whose CCI tif1catc of authority 
to do business in this state is cancelled 01 smtcndeicd shall tx: liable fm any unpaid 
assessments made prior to the date of such cancellation or suncndm. 

[(9) The ptovisions of this section shall be valid and enfmccablc so 
long as the pwvisions of Section 19 tcmain iu full fmcc and effect. 

[( 16) Tl1t amounts ptovidcd pmsuaut to assessmettts •nadc undti tl1is 
scctior1 ate cunsidCicd to be supplcmuJtal to the Ili&IslmliJJg of assets fm Ute pu1 pose 
of making pay mcnts on behalf of an impahcd insutei. 

[Sec. 18. PLAN OF OPERATION. (I)(a) The association shall sabmit to the 
coJnntissionCI a pla11 ufopciatimJ and any amendttJCJJt thcteto rJcccssaty 01 suitable 
to assme the fait, reasonable and equitable adminisliation of the association. The 
plan of operation and any amendments thcicto shall become effective upon 
appwval in miting by the State Bowd vflnswancc, 

[(b) If the association fails to submit a suitable plan of 
operation within 186 days following the cffi::cthc date of this Act, 01 ifaf any time 
thucaftcx the association fails to submit suitable amendments to Li•c plan, the 
cmmnissionu may, aftc1 notice a1rd heating, adopt and ptonaulgatc such Ieasonable 
1 ales as are JJtccssar y or advisable to effectuate the pro" isions of this Act. Such r ales 
shall wntinuc in fwce until modif1td by the commissione1 ot supuscdcd by a plan 
submitted by the association and appwnd by the connuissionct. 

[(2) All mcmbu insu1crs shaH wmply with the plan of opemtion. 
[(3) The plan of opuation shall, in addition to Icqoiremcnts 

enumerated clscwhue in this Act. 
[(a) establi::da pwwdwcs fm handling the assets of the 

association, 
[(b) establish the amount and method of Icimbwsing 

mcmbcJS of the bw1d ofdiJatms undu Section 7, 
[f(cc)t-1e•s~t•a~brll;,isslllticine,5•aut.la•InpJ1112a•c•"•s;-aanintdrttiiTnni<c•s-iifo:rri "I"'"'''"'ttii'n"gs..-<oiff 

the boa1d ufdiiectots, 
[(d) csl4b1ish p10ccdmcs for aewtds to be kept of all 

financial transactions of the association, its agents and the borud of dhectms, 
[~c) establish any additional pr ocedwes for assessments 

undCJ Section 9, 
[(I) contain additiuual pwvisions neccssai)' 01 pwpu 

for the execution of tile powers and duties of the association. 
[(4) The piau of operation may pwvidc that any 01 all powus and 

duties of the association~ except those undu Pm agi3ph (8)(e) of Section 8 and 
Section 9, arc delegated to a cmpmation, association~ 01 othc1 mganization which 
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pCi fOrms 01 will JXrfonn functions similar to those of the association, 01 its 
equivalent, in two or molt states. Such a cmpmation, association, or mganizatiou 
shall be ICimbmsed fVI any payments made on behalf of the association and shall 
be paid f01 its per fvrmancc of any function of the association. A delegation undcJ 
this pa1agraph shall take effect only witlr the awroval of the boa~d ofdhcctms, the 
wmmissionu, aud the comt in which the ddinqucncy pwucding, if any, is 
pttiding and may be made only to a cwpmation, association, OJ orgaitization wlricii 
extends ptotection not less favmably and cffcttiYcly than that piovided by this Act. 

[Sec. II. DUTIES AND POWERS OF'fiiE COMMISSIONER. In addition 
to the duties and powers cnamuatcd clscwhCit in this Act, 

[(1) The wmmissionti shall. 
[(a) notify the boatd ofdhcctots of the existence of an 

insolvent 01 an impaired inswu not latu than tluec days aftCI a dctenninacion of 
impaiunent is made VI after JCccipt of notice of impairment, whichevct is eatliet. 
The connnissionu shall within tlnee days notify the association of a membct 
insure1 placed undei supe1 vision putsuaot to At tide 21.28, Insuiance Code, as 
amended, and Chaptu 281, Acts of the 60th Legislatwe, Rcgula1 Session, 1967 
{Atlicle 21.28-A, Yunon's Texas Jnswancc Code), 

[(b) upon request of the borud of directVIs pwvide the 
association with a statement of the ptemiums fm each mcmbe• iuswe1. 

[(2) The commissionCI may suspend VI ICvoke, aftu notice and 
heming, the ce1 tificatc ofauthVIity to bansact inswancc in this state of any tnctnbu 
insmct which fails to comply with the plan of operation. As an altematin the 
commissionct may lewy a fmfcitute upon any membc1 insmer which fails to pay 
an assessment when due. Such fmfcituit sltall not excad five pucent of the Uiipaid 
assessment pe1 month, but no fmfdtwe shall be less than $160 pu month. Any 
fmfcitme paid under this section shall be paid by the membct insuiCI to the 
wnnnissio11u and by him deposited with the state ticasuiCJ fm credit to tl1e gene1al 
fund of this state. 

[(3) Any action of the bomd of dhcctVIs 01 the association may be 
appealed tu the commissionu by any membct insmu if such appeal is taken withiu 
36 days of the action being appealed. Any final action 01 mder of the wmmissionct 
shalllx: subject to appeai to the State Bomd vflnswance and to judicial tcvicw as 
pwvidcd in Sections (d) and (f), At tide 1.64, lnsmance Code, as amended. 

[Sec. I 2. PR£VEHTION OF INSOLVENCIES ANB IMPAIRMEHTS, 
ADMINISTRATION OF ESTATES. To aid in the detection and ptcvetation of 
iuswet insolvencies and iiitpairments atJd in the administration oftccci wuship and 
cot asci vatmship estates. 

[(I) The borud of ditectms shall notify the wmmissionet of any 
infotmation indicating any nwtnber 01 unauthm ized insutei VI nonmenibCI of Lite 
association may be unable m potentially unable to futfi~l its couli acts, policies, 01 
cottliactual obligations atid may tcquest appa Optiate h1 vestigation and action by tilt 
commissionu who may, in his discretion, make such investigation and take such 
action as he deems appwptiatc. In cauying out its duties undet this Act, upon 
wtitten wquest by the connnissionu, the board of dhectVIs shall authmizc 
expcnditute of funds fiom the administtativc account fm reasonable a11d nccessat y 
administrative expenses incuued by a supu vism ot wnsct vatm appointed by the 
wmmissione1 VI a rcccivu appointed by a cowl of competent jutisdiction fm a 
llomncmbet of the association OJ anaut:hmizcd insmu opuating in this state in 
those iiistances in wlrich the comnrissiOJJer has notified the boatd ofdiJtctVIs 01 tlit 
board of dircctots has othct wise become aware that. 

[f(AAC)t-t~I!>Jtc-li>IOcmnni•n•c•ITBrlbc:>CIIn:orlf'1trtl•rc,-,assrss<o•c:iiaathi1. O>InloODTI 'u"InJaaturttthno>Iriioz<cd:d 
inswu has insufficient liquid assets to pay the expenses of administuiug the 
teceivctship OJ consenatmship of the nomnembc:a of the association 01 
unauthVIizcd insuteJ, 
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[(B) insufficient funds aac available fwm abandoned 

fw1ds as p1 u ¥idcd bj ScctiOII 8, At tide 21.28, of this code, and 
[(C) insaffacicnt funds ate available to the State Boatd 

of1nsmancc f•om appwpliatious fm use in muting the admiuisliativc expenses. 
[funds spent by the association pmsaant to this subsection do aut bewmc 

assets of the nonmcmbu of the association 01 unauthmizcd itJSUICI but ait a special 
rand loaned to the teccivct or the conscnatm fm payment of adminishathc 
expenses, which loan shall be Itpayabk to the extent availab1e fwm the funds of 

such IIOHmcmb¢1 of the association at unauthm ized i11sm ct. 
[(2) The boatd of dhcctms shall advise mad counsel with the 

commissioHti upon mattcts I elating to the sohtiiCS of iiiSUICJ s. The commissionet 

shall call a meeting of the boatd ofdi::tectws when he detemaiues that an inswu is 

iusohent VI impaited and may call a meeting of the boaid of ditectws when he 

deteanines that a danger of insohency 01 impairment of an insuier exists. The 

boaid ofdirectms shail notify the commissimiCI of any infmn1ation indicating that 

att insmu may be unable VI potcntialiJ unable tv fulfill its conhactoal obligations 
and request a meeting with the wmmissionu. At such meetings the commissionu 

may divulge to the boaid of ditcctms auy infmmation in his possession and any 

Ittmds of the State Boa1d of Inswancc, including examination tcpmts 01 

pt climina1 y I cpm ts fwm cxaminu s 1 dating to such i nsu1 ct. The com missiontt 

may summon oftkus, diiCctOis and employees ofan insohcnt 01 impaiitd insuiCt 

(01 an iusuiCI the wmmissionCI considus to be in daHgci of iusohcncy 01 

impai1 mcut) to appear bcfmc the board ofdiiCctors fm confcitHa: ot fm the taking 

of testimouy. Members of the bomd of diiCctOis shall not •cvcal infonnation 
1 ecci ftd in such meetings to anyone unless authmizcd by tltc commissionw or the 
State Bomd oflnsaiancc 01 wlwnrequircd as witness in cou1 t. Borud nttiiibtiS and 

all of such mecti1tgs and proceedings undu litis section shall be subject to the same 

standatd ofwnf1dentiality as is imposed upon examiners undu Atticlc 1.18 of the 

lnsDiana: Code, as amended, exa:pt that 110 bond shall be ICqaitcd of a boatd 
IIICillbCI. 

[The boa1d of dhcctms shall, upon ICQuest by tltc commissiouci, attend 

hcadngs bcfmc the comrnissionCJ and meet with and advise the coiillllissionu, 

liqaidatOI 01 C011SCI catOI appointed by tfJt COnll11iSSiUIJeJ, Oil JllattcJS Jclating tO tilt 

affaits of an impahcd insurc1 and I elating to action that may be taken by the 

contnJissionci, liquidatoi 01 WIJSer vatut appointed by tlw commissimiCI to best 

pwtect the intciests ofpCISOIIS holding coccJCd contJactual obligations against au 

impahcd htsmu and rdati11g to the amount and timing of pal tial assessments aud 

tilt ntaislaalliitg of assets and t11e processir1g a11d handliiig vfcmthactual obligatimts. 
{(3) The boa1d vfdiiCctors may make 1ep01 ts and rccmmncndations 

to the wmmissione1 upon any mattct gc1 mane to the solvency, liquidation, 

•cliabilitation, 01 conscnation of any member ilrsuiCJ. Such rcpmts and 

Itcotmnendations shall not be wnsidewd public documents. Repm ts 01 

ICCOlilmendations made by the board ofdiiCctOJs to the commissioiiti,liquidatm 

01 conser vatm shall not be consideJCd public documents and thuc shall be no 

liability on tilt patt of and tio cause of actio•1 against a nittnbet of the bodld of 

diiettoiS 01 the boa1d of directms fm au1 •epmt, individual 1epmt, 

JCCOimnendation 01 individual rccommeudation by the bodld of di1 ectm s 01 

IlltiUbCJs to tilt wmmissiOlltJ, Jiquidat01 01 constJ vatoJ. 
[(4} The bomd of ditectms may make Ittommcndations to the 

commissionCI fot the detection and prevention of membe1 iiiSUICI impainnents. 
[(5) The board of directOis shall, at the conclusion of auy membe1 

insmu impahment in which the association caukd out its duties mtdti this Act 01 

exticised aitJ of its pow Cis undCJ this Act, prepate a repmt 011 tltc histmy attd causes 
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of such impairment, based on the infm mation available to the association, and 
submit a Itpm t on same to the commissionu. 

[(6} Any insmu that has an officu, dircctm ot employee scning as 
a mcmbu of the boatd ofditectms shall not lose the tight to negotiate fm and cntu 
into contracts of ICinsUiancc VI assumption of liability m wntracts of substitution 
to ptoQidc fm liabilities fm contlactual obligations witlJ the Itceivct m co•tsct vatm 
of an impaitcd htsmet. The entctiug into any such conttact shall nut be deemed a 
conHict of itltctcst. 

[(7) The association 01 any insmu assessed undct this Act shall be an 
intucstcd party mtdti Section J(h) of A1tielc 21.28 of the Insatancc Code, as 
aincndcd. 

[Sec. 13. MISCELLANEOUS PROVISIONS. (I} Recordsslrall be kept of all 
negotiations and meetings in which the association ot its acpacscntativcs arc 
involved to discuss the activities of the association in canying oat its powcas and 
duties undet Section 8. RccVIds of all such negotiations VI meetings shall be made 
public only upon the tCimination of a accci;caship, liquidation, Ichabilitation, 
conscr vatVIship proceeding iatvulviaJg Ute iarsul;ent insutei VI impaited insuttt, 01 
upon tilt otdct of a cow t ofcVInpetentjmisdictiou. Nothing in tlais patagtapli shall 
lianit the dot; uftltc associatiott to rcndCI a tepoa t of its acti vi tics m1dea Section 14. 

[(2) Fm tlJC pmposc ofcataying out its obligations uatdCI this Act, the 
association shall be deemed to be a ucditVI of the insolvent inswCI or impaited 
insuicr to the extent of assets amibutabk co covCicd policies teduccd 'oy any 
amounts to which the association is entitled as sabwgce pmsuaut to Patagtaph (6) 
of Section 8. 

[(J) No dishibution to stockholdus, if any, of au insolvent 01 
impaitcd insmu shall be made until and unless the total amount of assessments 
levied by the commissiouCI with acspcct to such insmct has been fully tecovcted by 
the association. 

[(4) The usc in any mannet of the pwtcction affmded by this Act by 
an; pet soil in the sale of insmance shall constitute an fait competition and anfah 
pt actices audCI At title 21.21 of the Texas InswaHcc Codt:, as amended, and shall 
be subject to the pwvisions tlwacof. 

[(5)(a) If an Oidca fm Ittcinaship, liquidation, tclntbilitation, 01 
cotJsct vatmslaip ofa naembca insa1CI has been entered, tlte 1 ccei vet appointed madu 
such mdu shall have the light to tecovct 011 behalf of such insmu fwm any affiliate 
as defitted in Sectimt l, Chaplet 356, Acts of the 62nd Legislatuae, Rcgulat Session, 
1971 (At tide 21.49-1, Vemon's 1'exas hisaaallct Code), that contwlled it the 
amount of disttibutiuns, otllu thau stock dividends paid b; such insmCI on its 
capital stock, at any time dming the fin yeats ptetcding the petition fm 
teceivetsldp, liquidation, tthabilitation, vl consct vatoaslaip, subject to tltc 
limitations ufSubpatagtaphs (b) to (d), below. 

[(b) No socii divideiJd sltall be tecoveaable if the iatsuact 
shows that when paid the distaibution was lawful and Jtasonablc, and that the 
insmet did not know and could not teasonably have kuown that the disttibution 
might advetsely affect the ability of the insmet to fulfill its contlactual obHgations. 

[(c) Any puson who was an affiliate as dcfiued in 
Sectioa1 I, Cltaptei 356, Acts of the 62nd Legislature, Regulat ScssiotJ, 1971 (A a title 
21.49-1, Vcmun's Texas lnsmance Code), that COiitwllcd the ins met at the time the 
disttibutiuns WCIC paid shall be liable up to the atnount ofdisttibutions he 1ecci vcd. 
lf two ptiSOits a1 c liable with tespect to the saane distt ibutiOIIS, tltcy slaail be joind; 
and scveaally liable. 

[(d) The maximum amount tccovctablc andti this 
pdiagldph shall be the amount needed in excess of all other available assets of the 
insohent iHsmca 01 impaited insmtt to pay the conttactual obligations of such 
insurer: 
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[(e) If any pciSOII liable undCI SabpJiagtaph (c) is 
insolvent, all its affiliates as dcfmcd in Section 1, Chaptei 356, Acts of the 62nd 
Legislatwc, Regular Session, I 971 (Aitidc 21.49-1, Vcmon's Texas Insmancc 
Code), that contw11cd it at the time the dividend was paid shall be jointly and 
sevually liable fm any resulting deficiency in the amount ItcovCicd flom the 
insolvent affiliate as deft ned in Scctim1 1, Chaptct 356, Acts of tliC 62ttd Lcgislatutc, 
RcgulaJ Session, 1971 (A1 tide 21.49-1, Vcmon's Texas Insmancc Code). 

[(0 Claims agaittsl an impaitcd iiJSUICI placed undu an 
otder ufliqaidation, tclJabilitation, 01 consct vatio•J slldil be piocesscd a1td acted on 
by the Itccivct in the same tJJannu as utliti clahns oitder At tide 21.28 of this code. 

[(g) A puson who has a claim against an insmu under 
a pwvision in an insurance po:licy, othCJ than a policy of an impahcd inswCJ~ that 
also is a cor1h actual obligation under t11is Act rnust f1rst exlldust l1is tight urtder that 
policy. The amount of an appwved claim undet this Act shccll be reduced by the 
policy lilllits of OJ amount paid undu that insmance policy, whichttet amouut is 
greatct. If a claimant exhausts his tight under a policy othet than a policy of an 
impaired insurct, the insUJCI issuing tlldt policy is not entitled to sue 01 continue 
a suit against the insu1cd of the impaitcd insmu to Itwvcr an amount paid the 
claimant undu that policy. Notwithstanding the fmegoing, a pctsou having a 
contractual obligation as defined by this Act undet a life insmance policy or annuity 
contract issued 'oy an impaired insuter is not nquited to exhaust othe• emu age fm 
that claim, and the amount of an appiV\'ed claim cyndu a life insmance policy or 
annuity conttact issued by an impaiiCd iusutCI may not be I educed because of that 
dupliwte covuagc. 

[Sec. 14, EXAMINATION OF TilE ASSOCIATION, ANNUAL REPORT, 
The association shall be subject to examination and tegulation by the 
commissionu. The bomd ofditectOJs shall submit to the connnissioncr, not latct 
than May I ofwcl1 ycat, a fmancialtepmt fm the p1eccding wlctidat ywt in a fm m 
app1ovcd by the contn1issioncr m1d a tepor t of its acti 9ities duting tlit pi eccdir•g 
calcndm yew. 

[Sec. f 5. TAX EXE~fPTJQp.;~. Tlte association shafl be exeilipt fiom 
payment ofaH fees and all taxes levied by this state or any of its subdivisions, except 
taxes levied on teal piopCity. 

[Sec. 16. lMtdUNlTY. Thete shall be no liability 011 tlw pa1 t ofa11d no cause 
of action of any natwc shall atisc against any membu insuret 01 its agents, OJ 
employees, the association 01 its agents or employees, members of the boatd of 
dircctOJs, OJ the tOJnmissionu 01 his teprcscntathes, fm any action taken 01 not 
taken by them in the pcrformauu of theit powers and duties under this Act. 

[See, 19. CONTINUING TO WRITE INSURANCE POLICIES. 
Companiw subject to the pwvisions of this Act shaiJ not be liabJe for asswsments 
fm contractual obligations arising fwm inswance policies issued 01 tencwcd after 
the cffi::ctivc date of and while an impaited insutet is subject to an mdet by the 
commissioner of insuxancc placing an impahcd insuiu in conscnatOJship unless 
the CUiillllisSiOnCI, in his OJdct appointing the COIISCJ vatUI~ diiCCts the COIISCt MtOJ 
to continue the issuance ot renewal of insurance policies, undet such tcr ms and 
conditions as the commissione• may ptescdbe. The commissionu shall fuiJiish a 
copy of such mdct to the boa1d ofdinctois of the association. In the ourt that the 
commissiouet, in his miginal mdet appointing the consCivato•. diitcts the 
coiisu vatm to contiuue the issuance ot aenewal of insurance policies in the 
iJtipaii ed iriSutu, cOJnpaides subject to the pta visions of tl1is Act shall Jtot be liable 
fot assessments fOI claims adsing ftom insurance policies issued m 1enewcd mme 
than 96 days afttt the date of the commissionu\ mdcr appointing the coiiSti 9atm 
artless the cmntnissionet, ptiot to Lite exphation of such 96 day puiod, detcttnitiCs, 
after public hedling, tliat it is in the best interests of the policyholdus of the 
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impai1cd iusmm 01 in the public intCJest for the impaitcd insurc1 to continue the 
issuance 01 ttncwai ofinsutance policies. At least 18 days notice of such healing 
sl~ail bcgivcu to the boaid ofdhcctoJsofthe association. Tlac boatd ofdiJcctms s!Jall 
have the tight to appcat at and paiticipatc in the hcaaing. The colistl vatm m his 
Itptcscntativc shall appeal at such heating and picstnl evidence why it would be 
in the best intucst of the policyholdus of the impaited insme• to continue the 
issuance ot Itncwal of policies. Nothing in this section limits the liability of 
companies subject to this Act fm asscsst&ICnts fin claims ptcscntcd aftet ma impai1 cd 
inswCI is placed intcceivuship. 

[Sec. 18. RELEASE FROM COI>SERVATORSIIIP OR RECEIVERSIIIP. 
An impaired msa1CI placed in consuvatmship 01 •ecdvuship fm which 
assessments han been made undu the pwvisions of this Act shall not be 
authmized, upon Ielcase fmm wnsenatmship 01 rccehmship, to issue new 01 
tCJtewal insUiattcc policies until sucl1 time as tlte itnpaiicd insutCI lias tcpaid itt full 
to the association the aanount of Class B assess1nents paid to the associatiOII to catty 
out the duties of the association undCI Section 8 in relation to such insatCI the 
amoUIJt paid, p1ovided, howcvtt, the commissior1tt may, upon application of the 
boatd ofditectms of the assuciati011 and afte• heating, permit the issuance of new 
policies in accmdance with a plan of opuations by the telcascd insuttt for 
•cpayment of assessments. The wmmissiontt may, in appwving such plan, place 
such tcsttictimis upon the issuance of new 01 renewal policies as he deems nccessat y 
to the implementation of the plan. 

[Sec. 19. TAX WRITE-OITS OF CERTIRCATE OF CONTRIBUTION. 
( 1) Uulcss a longct fktiod of time has been ICQUiicd by the commissionci, a IIICJIJbu 
iitSUICI shall at its option ha\'C the light to show a CCI tif1catc of contributiou as an 
admitted asset in the faun appwvcd by the commissionct pmsuant to Section 9, 
Paragldph (7), at peicentagcs of the miginal faa: amount appwnd by the 
commissioner, fm calenddi yeaas as follows. 

[188 fXICent fm the calctidru year of issuance, which sl•all be I educed 
18 pucent a yeru fm each year thCitaftu fm a pciiod of te yea1s, 

[(2) The insmet may offset the amount wtilten off by it iu a calcnda:J 
year undu Pdiagraph (1), abovc, against its ptemium tax liability to this state 
accwed with ICspcct to business uansacted in such yea1. Pwvidcd, howevc1, an 
insUiet may not tx: ICqaitcd to wdte off in any one yeat, an amount in excess of 
its ptemium tax liability to this state accruing within such yeat. 

[(3) Any sums acquhcd by wfund, pwsuant to Patagldph (6) of 
Section 9, fwm the association which ha9C thuetofotc been waitten off by 
co uti ibuting iiiSUICIS a1td off.set against ptetnium taxes as pi o vidcd in Pmagtaph (2), 
abon, aud ate not then needed fot pmposes of this Act, shall be paid by the 
association to the commissionu and by him deposited with the state bwsmu fm 
ticdit to the general fund of this state. 

[Sec. 26. RULES AND REGULATIONS. The State Boatd of htSa•ance is 
authorized and diiected to issue such wasonablc wits and Iegulations as may be 
necessary to cauy out the ~aiious pmposcs and ptovisions of this Act, aud in 
aagiitttttatimt tltcreof. 

[Sec. 20A. CONFLICTS Of LA'.V. lit the t~Citt of conflict bctwcuJ this Act 
and othu law I elating to the subject maLLet of this Act m its application, this Act 
conttols, except that At titles 21.28 and 21.28-A of this code always ptt\'dil ovct this 
Act:) 

SECTION 1.22. Section 4A, Article 21.28-A, Insurance Code, is amended by 
adding Subsection (e) to read as follows: 

(c) This section does not apply to: 
{1} any life. accident, or health insurance policy or contract delivered 

or issued for delivery by an insurer that is subject to any provision of Chapter 3. 11, 
14, or 22 of this code; 
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(2) any contract or certificate that is delivered or issued for delivery 
by a group hospital service corporation organized under Chapter 20 of this code; 

(3) any contract or evidence of coverage delivered or issued for 
delivery by a health maintenance organization operating under a certificate of 
authority issued under the Texas Health Maintenance Organization Act (Chapter 
20A, Vernon's Texas Insurance Code). 

SECTION 1.23. Section ll(b), Article 21.54, Insurance Code, is amended to 
read as follows: 

(b) No claim against a purchasing group or its members shall be entitled to 
payment from any insurance insolvency guaranty fund or similar mechanism in this 
state, nor shall a purchasing group or its members or claimants against the group 
or its members receive any benefit from such fund for claims arising under the 
insurance policies procured through the purchasing group unless the policies are 
underwritten by insurance companies that are licensed in this state and have capital 
and surplus of at least $25 million at the time of policy issuance. 

SECTION 1.24. Section 404.102(a), Government Code, is amended to read as 
follows: 

(a) The treasurer may incorporate a special-purpose trust company called the 
Texas Treasury Safekeeping Trust Company. The purposes of the trust company 
are to provide a means for the treasurer to obtain direct access to services provided 
by the Federal Reserve System and to enable the treasurer to manage, disburse, 
transfer, safekeep, and invest (publie] funds and securities more efficiently and 
economically. The treasurer may deposit [publie] funds and securities with the trust 
company to achieve its purpose. 

SECTION 1.25. Section 404.103(a), Government Code, is amended to read as 
follows: 

(a) The trust company may receive, transfer, and disburse money and securities 
as provided by statute or belonging to the state, agencies and local political 
subdivisions of the state, and nonprofit corporations, foundations, and other 
charitable organizations created on behalf of the state or an agency or local political 
subdivision of the state in a manner that qualifies the trust company as a "depository 
institution" as defined by Section 19, Federal Reserve Act (12 U.S.C. Section 461). 

SECTION 1.26. (a) Except as provided by Subsection (b) of this section, this 
article takes effect January 1, 1992, and applies only to liquidation proceedings 
initiated against an insurer or agent dec1ared insolvent or impaired on or after that 
date and to assessments made in relation to those proceedings, and a proceeding 
initiated against an insurer or agent that is declared insolvent or impaired before 
that date is governed by the law in effect on the date that the declaration was made 
and the former law is continued in effect for that purpose. 

(b) A guaranty association established under Article 9.48, 21.28-C, or 21.28-D, 
Insurance Code, may elect to assume control ofliquidation proceedings initiated 
before January 1, 1992. A proceeding covered by such an election is subjec-t to 
Article 9.48, 21.28-C, or 21.28-D, as appropriate, as amended by this article. On and 
after January 1, 1994, the appropriate guaranty association shall assume control 
over any proceeding outstanding on that date that was initiated under Article 9.48, 
21.28-C, or 21.28-D, Insurance Code, as those articles existed before amendment 
by this article. 

The amendment was read. 
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Senator Harris of Dallas offered the following amendment to Floor 
Amendment No. 4: 

Floor Amendment No. 5 

Amend Floor Amendment No. 4 to C.S.H.B. 6 as follows: 

(I) Amend Section 9(c), Article 21.28, Insurance Code, (page 6, line 9). by 
inserting the following after "applicable thereto.": Instead of the winding up and 
distribution of a receivership estate of an insurer without capital stock, the court 
shall order revival and reinstatement of the charter, permits. licenses, franchises, 
and management contracts or other control instruments of the insurer if the 
insurer's remaining cash on hand and on deposit, less any outstanding valid and 
enforceable liabilities, exceeds the minimum amount of capital and surplus 
prescribed for that insurer under Article 2.02 or Section I of Article 3.02 of this 
code. 
--(2) Strike Section 5(9)(8), Article 21.28-C, Insurance Code, as added by 
Amendment No. 4 (page 28, lines 5-7), and substitute: 

(B) a member insurer placed in conservatorship after it 
has been determined by the commissioner to be insolvent and that has been 
designated an impaired insurer by the receiver. 

(3) Amend Section 5(11), Article 21.28-C, Insurance Code, as added by 
Amendment No. 4 (page 28, line 17), by striking "credit" and substituting 
"credited". 
~ Strike Section 8(a), Article 21 .28-C, Insurance Code, as added by 

Amendment No.4 (page 30, lines 8-16), and substitute the following: 
(a) The association shall pay covered claims that exist before the designation 

of impairment or arising within 30 days after the designation of impairment, before 
the policy expiration date if less than 30 days after the designation of impairment. 
or before the insured replaces the policy or causes its cancellation ifthe insured does 
so not later than the 30th day after the date of the designation. The obligation is 
satisfied by paying to the claimant the full amount of a covered claim for benefits. 

(4) Amend Section IO(a), Article 21.28-C, Insurance Code, as added by 
Amendment No.4 (page 36, line 2), by striking "receives" and substituting "gives". 

(5) Amend Section 5(1), Article 21.28-D, Insurance Code, as added by 
Amendment No.4 (page 79, line 22), by striking "either of the two accounts" and 
substituting "the four accounts". 

(6) Amend Section 6(a), Article 21.28-D, Insurance Code, as added by 
Amendment No.4 (page 83, lines 20-27 and page 84, lines 1-3), by striking the last 
sentence of the subsection and substituting the following: For purposes of 
administration and assessment, the association shall maintain four accounts: 

( 1) the accident, health, and hospital services account; 
(2) the life insurance account; 
(3) the annuity account; and 
(4) the administrative account." 

(7) Amend Section 9(g), Article 21.28-D, Insurance Code, as added by 
Amendment No. 4 (page 96, line 8) by striking "this subsection" and substituting 
"this section". 

(8) Amend Section 9, Article 21.28-D, Insurance Code, as added by 
Amendment No. 4 (page 97, between lines 25-26), by inserting Subsection (n) to 
read as follows: 

(n) All assessments collected by the association mav be deposited into the Texas 
Treasury Safekeeping Trust Company in accordance with procedures established by 
the state treasurer. The funds deposited shall be accounted for separately from all 
other funds by the state treasurer to the association. 
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(9) Amend Section 13(a), Article 21.28-D, Insurance Code, as added by 
Amendment No.4 (page 103, line 16), by striking "Section 9(a) of this Act" and 
substituting "Section 9(k) of this Act". 

(10) Amend Section 19(a), Article 21.28-D, Insurance Code, as added by 
Amendment No.4 (page 109, line 7) by inserting the following at the end of the last 
sentence of the subsection: "The use of the protection afforded by this Act, other 
than as provided by this section, by any person in the sale of insurance constitutes 
unfair comoetition and unfair practices under Article 21.21 of this code. and is 
subject to the sanctions imposed under that article." 

(II) Amend Section 19(b), Article 21.28-D, Insurance Code, as added by 
Amendment No. 4 (page 109, lines 11-16), by striking "Except as provided by 
Subsection (d) of this section. an insurer may not deliver a policy or contract 
described in Section 3 ofthis Act to a policy or contract holder unless the document 
is delivered to the policy or contract holder prior to or at the time of delivery of the 
policy or contract." and substituting "Unless Subsection (d) of this section applies, 
at the expiration of the 60th day after the date on which the commissioner approves 
the document, an insurer may not deliver a policy or contract described in Section 
3 of this Act to a policy or contract holder unless the summary document is 
delivered to the policy or contract holder before or at the time of delivery of the 
policy or contract." 

(12) In Section 1.26(a) of Article I of the bill, as added by Amendment No.4, 
following "Except as provided by Subsection (b)" (page 143, line 27), insert "or (c)". 

( 13) In Section 1.26 of Article I of the bill, as added by Amendment No. 4, 
(page 144, line 18), add Subsection (c) to read as follows: 

(c) Section L05 of this article takes effect January I, 1992, and applies to 
liquidations proceedings initiated against an insurer or agent declared insolvent or 
impaired before, on, or after that date. 

(14) Strike Section 1.19 of Amendment No. 4 (page 24, lines 5-6), and 
substitute the following: 

SECTION 1.19. Section II, Article 9.48, Insurance Code, is amended to 
read as follows: 

Approval of covered claims 
Sec. 11. Funds [CO\!Cicd claims against an impaired insUICI 01 agent placed in 

ltiiipmary 01 pCimarJtiil Itccivctship urrdti an mde1 ofliquidatioJJ, JclJabilitation, 
01 tOIISCJ vatiori by a cow t of compcteiiL ju1 isdiction slmll be p1occsscd and acted 
upon by the Itccivu m ancillaJ)' Ittcivu in the same mannu as othet claims as 
provided ill AILiclc 21.28 of the lnsuJancc Code and as mdCied b) the com t in 
which such JCUi\!uship is pending, pwvidcd, howcvu, that funds] received from 
assessments or from guaranty fees shall be liable only for the difference between the 
amount of the covered claims (applO\!ed by the JcceivCJ] and the amount of the 
assets marshalled by the receiver for payment to holders of covered claimsJ!![;-mtd 
pwvidcd fm tliu that in] ancillary receiverships in this state, funds received from 
assessments shall be liable only for the difference between the amount of the covered 
claims [appiovcd by the aJJcillaiy Ieaivci] and the amount of assets marshalled by 
the receivers in other states for application to payment of covered claims within this 
state. 

If a conservator is appointed to handle the affairs of an impaired insurer or 
agent, the conservator shall determine whether or not covered claims should or can 
be provided for in whole or in part by reinsurance, assumption, or substitution. 
Upon determination by the conservator that actual payment of covered claims 
should be made, the conservator shall give notice of such determination to 
claimants falling within the class of ... covered claims." The conservator shall mail 
such notice to the latest address reflected in the records of the impaired insurer or 
agent. If the records of the .impaired insurer or agent do not reflect the address of 
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a claimant! the conservator may give notice by publication in a newspaper of general 
circulation. Such notice shall state the time within which the claimant must file his 
claim with the conservator, which time shall in no event be less than 90 days from 
the date of the mailing or publication of such notice. The conservator may require~ 
in whole or in part, that sworn claim forms be filed and may require that additional 
information or evidence be filed as may be reasonably necessary for the conservator 
to determine the legality or the amount due under a covered claim. When an 
impaired insurer or agent has been placed in conservatorship, the funds received 
from assessments or from guaranty fees shall be liable only for the difference 
between the amount of the covered claim approved by the conservator and the 
amount of assets marshalled by the conservator for payment to holders of covered 
claims. 

Upon determination by the conservator that actual payment of covered claims 
should be made or upon order of the court to the receiver to give notice for the filing 
of claims, any person who has a cause of action against an insured of the impaired 
insurer under a title insurance policy issued or assumed by such insurer shall, if such 
cause of action meets the definition of"covered claim," have the right to file a claim 
with the receiver or the conservator, regardless of the fact that such claim may be 
unliquidated or undetermined, and such claim may be approved as a "covered 
claim" (I) if it may be reasonably inferred from the proof presented upon such claim 
that such person would be able to obtain a judgment upon such cause of action 
against such insured; and (2) if such person shall furnish suitable proof that no 
further valid cJaims against such insurer arising out of his cause of action other than 
those already presented can be made; and (3) if the total liability of such insurer to 
all claimants arising from the same title insurance policy shall be no greater than 
its total liability would be were it not in liquidation, rehabilitation, or conservation. 
In the proceedings of considering "covered claims," no judgment against an insured 
taken after the date of the commencement of the delinquency proceedings or the 
appointment of a conservator shall be considered as evidence of liability, or of the 
amount of damages, and no judgment against an insured taken by default or by 
collusion prior to the commencement of the delinquency proceedings or the 
appointment of a conservator shall be considered as conclusive evidence either (I) 
of the liability of such insured to such person upon such cause of action, or (2) of 
the amount of damages to which such person is therein entitled. 

The acceptance of payment from the association [tne"ce:tnilfl~te:rJ<oJJI't"'oJJI!liSC;eri v:u>1t:oo~t] by 
the holder of a covered claim or the acceptance of the benefits of contracts 
[negotiated] by the court [receiver} or conservator providing for reinsurance or 
assumption of liabilities or for substitution shall constitute an assignment to the 
association [impaitcd insutci m agent] of any cause of action or right of the holder 
of such covered claim arising from the occurrence upon which the covered claim 
is based. Such assignment shall be to the extent of the amount accepted or the value 
of the benefits provided by such contracts of reinsurance or assumption of liabilities 
or substitution. Such assignment to the association [hnpajltd htsUICI m agent] may 
be assigned to the insurer executing such reinsurance, assumption or substitution 
agreement. 

The amendment to the amendment was read and was adopted by a viva voce 
vote. 

RECORD OF VOTE 

Senator Barrientos asked to be recorded as voting "Nay" on the adoption of 
Aoor Amendment No. 5. 

Question recurring on the adoption of Aoor Amendment No. 4 as amended, 
the amendment as amended was adopted by a viva voce vote. 
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RECORD OF VOTE 

Senator Barrientos asked to be recorded as voting "Nay" on the adoption of 
Floor Amendment No. 4 as amended. 

Senator Harris of Dallas offered the following amendment to the bill: 

Floor Amendment No. 6 

Amend C.S.H.B. 6 on page 23, lines 69 and 70 by striking "February I, 1992" 
and insening in lieu thereof "September I, 1991 ". 

The amendment was read and was adopted by a viva voce vote. 

Senator Barrientos offered the following amendment to the bill: 

Floor Amendment No. 7 

Amend C.S.H.B. 6 by deleting ARTICLE 16 in its entirety and renumbering 
the remaining sections appropriately. 

The amendment was read and was adopted by a viva voce vote. 

RECORD OF VOTE 

Senator Sims asked to be recorded as voting "Nay" on the adoption of the 
amendment. 

Senator Parker offered the following amendment to the bill: 

Floor Amendment No. 8 

Amend C.S.H.B. 6 as follows: 

Add SECTION 8.23 to Article 8 of the bill to read as follows (Committee 
Printing, page 17 between lines 36 and 37): 

SECTION 8.23. The changes made by Chapter 242, Acts of the 72nd 
Legislature! Regular Session, 1991, to the application of the Administrative 
Procedure and Texas Register Act (Anicle 6252-13a, Vernon's Texas Civil Statutes) 
and to the participation of State Board of Insurance staff members in rate 
proceedings apply to proceedings before the State Board of Insurance commenced 
on or after October I , 1991. 

The amendment was read and was adopted by a viva voce vote. 

On motion of Senator Harris of Dallas and by unanimous consent, the caption 
was amended to conform to the body of the bill as amended. 

The bill as amended was passed to third reading by a viva voce vote. 

COMMITTEE SUBSTITUTE 
HOUSE BILL 6 ON THIRD READING 

Senator Harris of Dallas moved that the Constitutional Rule and Senate Rule 
7.20 requiring bills to be read on three several days be suspended and that 
C.S.H.B. 6 be placed on its third reading and final passage. 

The motion prevailed by the following vote: Yeas 28, Nays 3. 

Yeas: Armbrister, Barrientos, Bivins, Brooks, Brown, Carriker, Ellis, Glasgow, 
Haley, Harris of Tarrant, Harris of Dallas, Henderson, Johnson, Krier, Leedom, 
Lucio, Moncrief, Montford, Parker, Ratliff, Rosson, Sibley, Sims, Tejeda, Truan, 
Turner, Whitmire, Zaffirini. 

Nays: Dickson, Green, Lyon. 
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The bill was read third time and was passed by the following vote: Yeas 28, 
Nays 3. (Same as previous roll call) 

SENATE RULE 11.11 SUSPENDED 

On motion of Senator Montford and by unanimous consent, Senate Rule 11.11 
was suspended in order that the Committee on Finance might consider H.B. I 
today. 

SENATE RULE 11.11 SUSPENDED 

On motion of Senator Haley and by unanimous consent, Senate Rule 11.11 
was suspended in order that the Committee on Administration might consider the 
following bills today: 

H.B. 169 
S.B. 80 

PERMISSION TO MEET GRANTED 

On motion of Senator Brooks and by unanimoUs consent, Standing 
Committees and Conference Committees were granted permission to meet while 
the Senate was in session. 

RECESS 

On motion of Senator Brooks, the Senate at 12:55 p.m. took recess until 
5:00 p.m. today. 

AFTER RECESS 

The Senate met at 5:00 p.m. and was called to order by Senator Brooks. 

REPORTS OF STANDING COMMITTEES 

By unanimous consent, Senator Montford submitted the following report for 
the Committee on Finance: 

C.S.H.B. 158 
C.S.S.J .R. 3 

By unanimous consent, Senator Haley submitted the following report for the 
Committee on Administration: 

S.B. 79 
H.B. 169 

MESSAGE FROM THE GOYERNOR 

The following Message from the Governor was read and was filed with the 
Secretary of the Senate: 

Austin, Texas 
August 5, 1991 

PROCLAMATION 
BY THE 

GOVERNOR OF THE STATE OF TEXAS 

TO ALL TO WHOM THESE PRESENTS SHALL COME: 

TO THE MEMBERS OF THE SENATE AND THE HOUSE OF 
REPRESENTATIVES OF THE SEVENTY-SECOND TEXAS LEGISLATURE 
IN FIRST CALLED SESSION: 
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Pursuant to Article III, Section 40 and Article IV, Section 8 of the Texas 
Constitution, 1, Ann W. Richards, Governor of Texas, do hereby submit the 
foBowing matter for consideration by the Seventy-second Texas Legislature in its 
First Called Session: 

Legislation providing for the raising of revenue for the operation of state 
government. 

The Secretary of State shall take notice of this action and notify the Legislature. 

IN TESTIMONY WHEREOF, I have hereunto signed my name officially and 
caused the Seal of the State to be affixed hereto at Austin, this 5th day of August, 
1991. 

fs/Ann W. Richards 
Governor of Texas 

Attest: 

/s/John Hannah, Jr. 
Secretary of State 

MEMORJAL RESOLUTIONS 

H.C.R. 30- (Leedom): In memory of Mariano Martinez, Sr. 

S.R. 153 - By Bivins: In memory of civic leader Charles A. Wolflin of 
Amarillo. 

S.R. 162- By Sims: In memory of Yeager G. Grimes of San Angelo. 

S.R. 167 - By Montford: In memory of Henry Norris of Lamesa. 

S.R. 168- By Barrientos: In memory of Dr. Connie R. Yerwood Conner of 
Austin. 

CONGRATULATORY RESOLUTIONS 

H.C.R. 12 - (Barrientos): Commending Eric Johnson for his achievements 
and extending to him best wishes for continued success in the future. 

H.C.R. 21 -(Krier): Commending James R. Vasquez on his contributions to 
the field of public education. 

S.R. 146- By Turner: Extending congratulations to Mr. and Mrs. Marshall 
Harding on the occasion of their 54th wedding anniversary. 

S.R. 147 - By Turner: Extending congratulations to Mr. and Mrs. N. C. 
Meyer of Midway on the occasion of their 50th wedding anniversary. 

S.R. 148- By Turner: Honoring Mary Minks of Eagle Lake on the occasion 
of her lOOth birthday. 

S.R. 149- By Turner: Extending congratulations to Mr. and Mrs. Lamar B. 
Piboin of Madisonville on the occasion of their 50th wedding anniversary. 

S.R. ISO - By Turner: Honoring Mr. John Samuel Morris of El Campo on 
the occasion of his I OOth birthday. 
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S.R. 151 - By Ellis: Extending congratulations to Lynette T. Fomerette on 
her recent appointment to the Texas Appraiser Licensing and Certification Board. 

S.R. 152 - By Barrientos: Recognizing Dr. Harlan Smith who was recently 
selected to receive NASA's Distinguished Public Service Medal. 

S.R. 154- By Bivins: Extending congratulations to Tommy "Spanky" Assiter 
of Amarillo who was recently named the new international champion auctioneer 
at the National Auctioneers Association contest. 

S.R. 155- By Carriker: Recognizing Trooper Charlie O'Neal of Corsicana on 
the occasion of his retirement after 40 years of distinguished service with the 
Department of Public Safety. 

S.R. 156 - By Ratliff: Extending appreciation and admiration to the 
exemplary members of the Woodland 4-H Club for a job well done. 

S.R. 157- By Turner: Recognizing the First Baptist Church of Grapeland on 
the occasion of its I OOth anniversary. 

S.R. 160- By Sims: Honoring Mrs. Paula G. Valdez on the occasion of her 
95th birthday. 

S.R. 161 - By Sims: Extending congratulations to Mr. and Mrs. Gene 
Coleman of San Angelo on the occasion of their 50th wedding anniversary. 

S.R. 163- By Sims: Extending congratulations to Dr. and Mrs. Stanley W. 
Bohmfalk of Fredericksburg on the occasion of their 50th wedding anniversary. 

S.R. 164 - By Sims: Extending congratulations to Ward County Clerk Pat 
Finley who was recently named Texas "County Clerk of the Year" by the County 
and District Clerks Association. 

S.R. 165- By Sims: Extending congratulations to Mr. and Mrs. Warren Lee 
on the occasion of their 50th wedding anniversary. 

S.R. 166 - By Sims: Extending congratulations to Ensign Frank Mitchell 
Bradley of Eldorado as he embarks on his new assignments in the United States 
Navy. 

S.R. 169 - By Barrientos: Extending congratulations to Schlotzsky's 
Sandwich Shops on the occasion of their 20th anniversary. 

S.R. 170 - By Green: Extending congratulations to Bryan Patrick Williams 
on achieving the rank of Eagle Scout. 

ADJOURNMENT 

On motion of Senator Green, the Senate at 5:10p.m. adjourned until 11:30 
a.m. tomorrow. 

APPENDIX 

Sent to Governor 
(August 5, 1991) 

S.C.R. 4 
S.C.R. 5 
S.C.R. 7 
S.C.R. 9 


